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The Honorable Bill Ratliff

Lieutenant Governor

Texas State Capitol, Second Floor East
Austin, Texas

Dear Governor Ratliff:

The Long Term Care Legislative Oversight Committee submits this interim report. This Committee
was comprised of both elected and public members and was charged with overseeing the
implementation of legislation and funding regarding long term care, specifically nursing homes, in
Texas.

At the outset of the 77th Legislature, it was feared Texas nursing homes were heading toward a
crisis. Liability insurance rates were skyrocketing, lawsuits were on the rise, funding was thought
to be inadequate, and the regulatory process was caustic and volatile. In response to these issues,
the Legislature passed an omnibus nursing home bill, Senate Bill 1839, to address the problems
facing the nursing home industry.

As stated in the legislative intent section of Senate Bill 1839, the measures that passed were intended
“as temporary solutions that will facilitate the efficient recovery of both for-profit and not-for-profit
private long term care facilities so that, in the future, these facilities will be financially sound and
capable of providing high-quality care.”

While many of the problems still exist as we proceed into the 78th Legislative Session, it is
important that the Legislature consider allowing the solutions ample time to be in effect to truly see

the impact. As with many complex issues, time is needed to assess success.

We would like to thank you for providing us this opportunity to address this important matter and
to present options that may continue to assist in hopefully solving this situation.

ReSpectfully submitted,

State Capitol, GE.7 *» P.O. Box 12068 * Austin, Texas 78711-2068 « (512) 463-0128 « (800) 322-9538 « Fax: (512) 463-2424




P—

Senator Robert Duncan
Chair

Senator Chris Harris

FLL R i

Phil Elmore

hp Nt

Representatlve Elliott Naishtat
Vice Chair

Repre %atl% Craig Filand

/s

presentatlve ith McReynolds

Pat Karrh, BSN, RN




Long Term Care Legislative Oversight Committee

Interim Report

Table of Contents

Introduction

Background

Key Issues Addressed in Senate Bill 1839

Implementation of Senate Bill 1839

Long Term Care Budget Issues

Implementation of House Bill 154
Additional Department of Human Services Activities

Interim Research Projects

Recommendations

Attachments

11

19

23

26

29

32

34



Long Term Care Legislative Oversight Committee, January 2003

Introduction

The Long Term Care Legislative Oversight Committee was created by Senate Bill
190, 75th Legislative Session, by Senator Judith Zaffirini and Representative Elliott
Naishtat, to examine the long term care crisis in Texas. Governor Ratliff and Speaker
Laney specifically tasked this interim committee to monitor the implementation of nursing
home legislation (SB 1839) passed in the 77th Regular Session to address quality of care,
nursing home regulation, methods to set Medicaid reimbursement rates, and liability
insurance.

On Sept. 2, 2001, Sen. Robert Duncan of Lubbock was named chairman and Rep.
Elliott Naishtat of Austin was appointed as vice-chairman. Other senators appointed to the
committee include Sens. Chris Harris of Arlington and Mike Moncrief of Fort Worth. Ratliff
also named Phil EImore of Abilene to serve as a public member. Mr. Elmore is the Vice
President of Planning for Sears Methodist Retirement System. Speaker Laney appointed
Reps. Craig Eiland of Galveston and Jim McReynolds of San Augustine. Laney also
named Pat Karrh of Plainview to serve as a public member. Karrh is a registered nurse.

Charges

The Committee shall:

1. Monitor implementation of SB 1839, SB 415, HB 154, and SB 1 provisions
regarding nursing homes (77th Legislature), including activities related to quality of
care, nursing home regulation, nursing home rate methodologies, liability insurance,
and any other relevant issues and legislation; and

2. Make recommendations to the 78th Legislature on any changes needed to improve
the quality of nursing home care, assure effective use of public funds for resident
care, and improve the affordability of nursing home liability insurance.
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Background

Texas currently has approximately 1,223 certified nursing facilities with 126,925
beds.” Seventy-two percent of those beds are currently occupied. Although the nursing
home industry is privately operated, 86 percent of nursing home residents receive services
under Medicaid, the state-federal health benefit program for the poor, elderly and
disabled.? In addition to the requirements under Medicaid, the nursing-home industry must
comply with specific state regulations promulgated by the Texas Department of Human
Services (DHS). The state reimburses facilities for Medicaid patients on a per-bed, per-day
basis that projects patients’ anticipated level of need.

Population trends in Texas highlight the need for nursing home beds.®> As our
population is aging so too is the demand on our state resources to accommodate that
population’s needs.* Texas has the fifth largest elderly population in the United States with
more than 1.7 million residents older than 65. One of every 10 Texans is elderly.® Although
growth in Texas’ elderly population mirrors national figures, Texas is distinct in that its
elderly population has significant ethnic diversity.° Elderly individuals of Hispanic and
African-American descent account for 25 percent of the total elderly population in Texas.’

'Facts about Texas Nursing Homes (table) provided by the Texas Department of Human
Services.

’Id.

’State Demographer, Steve Murdock, presented a complete analysis of the effects of the
elderly population trends to the Committee at its hearing on December 19, 2001. Mr. Murdock’s
presentation is attached to this report as Attachment 1.

*For fiscal year 2000-01, the Legislature increased payments to nursing facilities (via
Medicaid reimbursement) from $3.07 billion to $3.24 billion, an increase of approximately $170
million or $65 million in general revenue. This number reflects a 3.7% inflation increase per
annum. Even with this increase, Texas still ranks 49th in the nation for its Medicaid
reimbursement rate.

>See Findings on Texas Elderly Population by Rogelio Saenz and Edward Murguia, Texas
State Data Center, Department of Rural Sociology, Texas Agricultural Experiment Station, The
Texas A&M University System (Attachment 2).

°Id.

"Id.
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Texas’ elderly population is predominantly female.® Elderly Texans tend to live in
metropolitan counties with one-third residing in Harris, Dallas, Bexar and Tarrant counties.
In rural counties, the elderly population is the largest relative share of the entire
population.® For example, in Llano, Hamilton, Mills, Hall, Motley, Baylor, Coleman, Coke,
Donley, Sabine, Dickens and Foard counties, the elderly population reflects more than one-
fifth the total population.™

These population totals are particularly troubling given the number of nursinghomes
in Texas that have closed during the last two years. Since September 2000, 96 nursing
homes have closed across the state." Three of those facilities have since reopened.
During the last five years, Texas, similar to the rest of the country, has seen several facility
chains file for bankruptcy. Four chains owned almost 90 percent of the bankrupt homes;
three of those chains are headquartered outside Texas. At the peak of the crisis, almost
500 nursing facilities were bankrupt in Texas. Fortunately, three of those four chains have
since come out of bankruptcy. As of September 2002, 132 Texas nursing facilities (11
percent) were still bankrupt.

Solving the nursing home crisis in Texas provides a unique challenge because the
root cause of the problem is elusive. From a broad perspective, the crisis appears to be
two-fold: the quality of care delivered to the residents; and cost and availability of liability
insurance to the nursinghomes. On closer examination, however, factors such as Medicaid
reimbursement rates, Texas’ regulatory environment, and the state’s litigious atmosphere
contribute to the equation.

Moreover, the proverbial question of “Which came first, the chicken or the egg?”
is present in this crisis. No consensus exists as to whether the quality of care issues are
the result of increased insurance costs or whether increased insurance costs are the result
of quality of care issues. The discussion is circular with the debate centering on whether
the lack of quality of care leads to lawsuits, and the lawsuits lead to increased insurance
rates; or whetherthe nursing homes are forced to spend resources on insurance and other
aspects of litigation instead of on quality of care.

Issues that motivated passage of SB 1839 are still present today - the crisis did not
arise overnight, nor will it be solved overnight. More money is not necessarily the only

*Id.
’Id.
11d.
"Statistical information provided by the Texas Department of Human Services.
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answer. The pool of resources Texas can inject into the nursing home industry is limited,
and these resources are likely to be stressed even more heavily during the 78th Legislature
because a deficit is expected. Time is what is needed to allow the provisions of SB 1839
to take hold and revive this struggling industry.
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Key Issues Addressed in Senate Bill 1839

The Omnibus Nursing Home Legislation, SB 1839, was passed by the 77th
Legislature to bridge the gap between the current crisis and what is expected to be a
rejuvenated, viable industry.

The legislation attempted to approach the crisis on three distinct levels: insurance,
legal, and regulatory. This interim report is divided into these same three areas. This
report will give a brief history and summary of each area prior to the passage of SB 1839
followed by a synopsis of how remedies have been implemented on each level.

INSURANCE

Availability and Cost of Premiums

Sky-rocketing insurance premiums coupled with the discrepancies of increasing
medical costs met by relatively low reimbursement rates is at the root of the nursing home
crisis, according to the Texas Heath Care Association.

Data collected by the Texas Department of Insurance indicates that premiums for
professional liability insurance for nursing homes has increased dramatically. Premiums
for state-regulated insurance companies have increased from $200 per bed in 1998 to
$1,971 in 2002.” However, the vast majority of nursing homes in Texas are insured
through surplus-line insurance companies.’™ The premiums listed by these policies varied
from $2,500 to $5,000 per bed, per annum.

The rapid rise in premium rate parallels the rapid drop in regulated insurance
carriers in Texas. According to the Insurance Joumnal, “In 1996, there were eight admitted

"2 The Texas Health Care Association is the trade association that represents most for-
profit nursing homes in Texas.

PPremium data provided by the Texas Department of Insurance.

'* Surplus-line companies are unregulated insurance companies conducting business in
the State of Texas. Prior to the passage of S.B. 1839, these companies were not required to
disclose as much financial information about their companies as regulated companies nor were
they required to disclose information about the premiums they charge. Surplus-lines exist to
provide insurance to those who cannot acquire insurance in the regular, regulated market.
Surplus-line companies cannot advertise in the state and they must show proof that a nursing
home was unable to secure regulated insurance rates before writing an insurance policy.

5
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carriers doing business in the state. That number has dwindled to three by the beginning
of 2000, and now has dropped to just two.”” The Texas Department of Insurance reports
two regulated carriers and two surplus-line insurers are currently accepting applications for
new business for this coverage. However, one of the two admitted carriers requires the
insured facility to be part of a hospital; as a result, only a small segment of the market is
served.’

Identifying the cause or causes leading to the increase in premiums was at the heart
of the debate leading to the negotiation and passage of SB 1839. This task was
particularly difficult given that no real empirical data existed to justify the increases.
Because most nursing home professional liability policies are procured from surplus lines,
the Texas Department of Insurance had no regulatory authority to call for that data.

Nursing home owners and administrators contend the increase in premiums is the
result of the litigious atmosphere against nursing homes in Texas. They point to the large
verdicts being awarded to plaintiffs suing the facilities. Examination of the verdicts
awarded against nursing homes in Texas showed that few cases actually go to court and
even fewer had large verdicts.

However, Texas recognizes the common-law “Stowers” doctrine has permitted the
settling of some claims for more than they may be actually worth. The doctrine arose from
a 1929 case, G.A. Stowers Furniture Co. v. American Indemnity Co., 515 S.W. 2d 544
(Commission of Appeals of Texas, Section A, 1929) (Attachment 3). The court said that
when an indemnity (insurance) company assumes “the responsibility to act as the exclusive
and absolute agent of the assured in all matters pertaining to the questions in the litigation,
and, as such agent, it ought to be held to that degree of care and diligence which an
ordinarily prudent person would exercise in the management of his own business; and if
an ordinarily prudent person, in the exercise of ordinary care, as viewed from the
standpoint of the assured, would have settled the case, and failed orrefused to do so, then
the agent, which in this case is the indemnity company, should respond in damages.” (1d.
at 549).

The practical application of this doctrine is that when a plaintiff makes a reasonable
demand to the defendant’s insurance company (i.e., within the policy limits), and the
insurance company decides not to settle the case, the insurance company’s exposure

"Constance Parten, “And Then There Were Two...” Insurance Journal: The Property and
Casualty Magazine of Texas (November 13, 2000), 1.

"Interim legislative report pursuant to S.B. 1839 dated December 1, 2002 from
Commissioner of Insurance Jose Montemayor to Governor Rick Perry, Lt. Governor Bill Ratliff
and Speaker of the House Pete Laney.
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includes any and all damages that might be awarded to the plaintiff. This exposure
includes damages above and beyond the policy limits, and may also include - but isn’t
limited to - exemplary damages typically excluded in most policies. The fear of unknown
exposure leads most insurance companies to settle their cases within the policy limits, but
for more than the case may be worth. Cases that are resolved at inflated values have
caused premiums to rise.

Because very few regulated insurance companies have continued to write
professional liability insurance in Texas, most nursing homes have been forced to either
purchase expensive policies from surplus-line carriers or they do not carry professional
liability insurance at all."’

Senator Mike Moncrief, Chair of the Senate Committee on Health and Human
Services during the 77th Legislature, directed DHS to survey all certified nursing facilities’
liability status. A final report was issued Jan. 31, 2001, based on the 935 (88.1 percent)
nursing facilities that responded. Results indicated:

619 (66.2 percent) have commercial liability insurance coverage,
166 (17.8 percent) were self-insured,

139 (14.9 percent) had neither type of coverage, and

11 (1.1 percent) did not know their coverage status.

SB 1839 attempted to address both problems -- availability and cost -- by
authorizing the state’s insurer of last resort, the Joint Underwriting Association (JUA), to
write professional liability insurance policies for all nursing homes.” Prior to the 77th
Legislature, the JUA was only available to health care professionals and non-profit nursing
homes. Both SB 1839 and SB 415 (by Sen. John Carona) opened the JUA to writing
policies for all nursing homes. Under its authorizing statute, the JUA is not responsible for
paying exemplary damages.

The JUA did not write for any nursing homes prior to 2001, and the Legislature
wanted to ensure the organization’s existing stabilization fund (which covered health care
professionals) was not jeopardized by the nursing home business. Accordingly, SB 1839
authorized the Texas Public Financing Authority to issue a $75 million bond package to
ensure the stabilization of the fund. Additionally, the bill authorized a maintenance tax
surcharge to be assessed against insurance carriers to pay the service debt on the

""When a nursing homes does not carry insurance, the term used is “going bare.”

""The Joint Underwriters Association was created by the Legislature in 1975. Its
authorizing statute can be found at 21.49-3, Insurance Code.
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bonds."

The JUA's authorizing statute indicates the organization may not be responsible for
exemplary damages awarded in a civil cause of action; it may only be liable for
compensatory damages. Despite this prohibition, the JUA has been subject to Stowers
demands. Because the intent of the Legislature in authorizing the JUA to write insurance
was to increase availability and decrease costs, it was important to ensure the uncertainty
currently plaguing the commercial market -- and causing the premiums torise -- was taken
out of the equation.

The end result was an unusual statutory provision that trumps the common-law
practice arising from Stowers. Under the statute, if the JUA receives a Stowers demand,
and does not settle the claim at or under the policy limits, it is still responsible for the cost
of litigation and compensatory damages. If the jury awards the plaintiff exemplary
damages, the nursing home is responsible for those damages. This provision only applies
to coverage under a policy between January 1, 2002, and January 1, 2006. The provision
sunsets January 1, 2007.

Mandatory Coverage of Professional Liability Insurance

One of the most contentious issues in the passage of SB 1839 was the provision
that required nursing homes in Texas to carry professional liability insurance. The statute
requires coverage of $1,000,000 per occurrence/$3,000,000 total per annum. Professional
liability insurance may be provided by the JUA, any admitted carriers, or surplus-lines
carriers.  Currently, self-insurance is not an acceptable method of meeting this
requirement. The statute set September 1, 2003, as the implementation date. However,
the Department of Human Services may not take any enforcement action prior to
September 1, 2004.

Data Reporting

Prior to the passage of SB 1839, only insurance companies that are admitted
carriers are required to report claim and settlement data to the Texas Department of
Insurance (TDI). SB 1839 requires carriers not “admitted” but that sell surplus lines to
report claims and settlement data, as requested by the Commissioner of Insurance. This
information was to be reported to the Legislature.

"”SB 415 also addressed the stabilization fund issue by authorizing an assessment if the
fund declined by more than 25%.
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Risk Management Issues

During the negotiations of SB 1839, several of the admitted commercial insurance
carriers that no longer write plans said Texas should encourage nursing homes to adopt
risk management programs and policies to reduce the number of lawsuits. As a result, SB
1839 required the Texas Department of Insurance to create a task force to develop “best
practices” for risk management and loss control at nursing homes. The task force consists
of representatives from the nursing home industry, insurance industry carriers, Texas
Department of Insurance , consumers, the Joint Underwriters Association (JUA) and the
Health and Human Services Commission (HSSC). These best practices do not establish
“standards of care” in a civil action against a nursing home.

LEGAL

Admissibility of Certain Evidence in Civil Causes of Action

Prior to 1993, documents produced by the Department of Human Services in the
survey and regulatory process were admitted into evidence in civil trials. In 1993, the
Legislature enacted a provision that made all of these documents inadmissible in a civil
cause of action. In 1995, Sen. Judith Zaffirini introduced SB 190, which made the
documents admissible in the Human Resources Code, instead of the Health & Safety Code
where the other long term care regulations are found. The bill passed, but it was confusing
and has been inconsistently applied throughoutthe state. During the 76th Interim Session,
the Human Services Committee chaired by Sen. Zaffirini studied this issue and
recommended legislation clarifying SB 190 to allow documents to be admitted but only
upon a judicial determination of relevancy under the Texas Rules of Evidence. As aresult,
Sen. Mike Moncrieffiled SB 1590 in the 77th Legislative Session, which passed the Senate
on April 19, 2001. This bill was later incorporated, verbatim, into SB 1839.

Notice of Exemplary Damages to the Department of Human Services

Nursing home consumers were especially concerned there was no public record of
“bad actors” for other consumers to access. SB 1839 required civil courts to notify the
Texas Department of Human Services if exemplary damages are awarded against a
nursing home, its employees, officers or agents. Any exemplary award against a nursing
home will become part of the nursing home’s permanent record at the department.
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REGULATORY

Surveyor Training and the Survey Process

Long term care is a highly-regulated industry, and facilities often have difficulty with
interpreting and complying with the regulations. This leads to cited violations and
administrative money penalties imposed by DHS. Generally the quality of care to the
residents is improved if the facility understands the regulatory agency’s interpretation. This
provision of SB 1839 requires basic education of surveyors to include ten days of
observation in a long term care facility. In addition, the section requires biannual joint
education of surveyor and provider on one of the ten most commonly cited deficiencies.
Surveyors are also required to obtain a certain percentage of their continuing education
requirements in gerontology or cognitive or physical disabilities.

Also, the bill creates quality assurance monitors and a rapid response team. The
quality assurance monitors will work with the facilities to improve the delivery of care. The
rapid response team will be deployed to immediately assist a troubled facility.

Finally, the section transfers the informal dispute resolution process, required by
federal law, from DHS to the Health & Human Services Commission, thereby eliminating
any potential for bias.

Amelioration of Violations

SB 1839 requires DHS to offer amelioration to a facility when the violation is not
categorized as an immediate harm to the facility residents. Amelioration allows the facility
to take the penalty money paid to DHS and use it to improve the quality of care and
services to the residents.

10
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Implementation of Senate Bill 1839

INSURANCE ISSUES

Availability and Cost

Since the enactment of SB 1839, the JUA has been open to write professional
liability insurance for all nursing homes. The JUA is a quasi-state agency required to
sustain itself and its operations, but it does not have additional profit margin requirements.
The intent of the Legislature was to make professional liability insurance available and
affordable to nursing homes in Texas by opening the JUA. Further, an ideal use of the
JUA would allow the market to stabilize itself. Ultimately, commercial carriers would be
attracted to Texas’ reinvigorated market during the next five years.

Effective January 1, 2002, the JUA'’s rates reflected a 30 percent discount for non-
profit nursing homes from the rates with the same coverage provided to for-profit nursing
homes. Additionally, effective February 29, 2002, the Commissioner of Insurance, Jose
Montemayor, approved a 16 percent across-the-board rate reduction for all nursing homes
policies written by the JUA. This reduction was based on the anticipated cost savings
relative to the admissibility of evidence in civil causes of action and the exemption from
liability of exemplary damages without regard to the Stowers doctrine. This decrease
applied in addition to the 30 percent discount for non-profit nursing homes.

Despite these rate reductions, nursing homes use of the JUA was slow to start.
Some posture the real reason nursing homes were not using the JUA was the insurance
brokers who typically sell insurance to nursing homes do not encourage their clients to
approach the JUA. Because the JUA is a quasi-governmental entity, insurance brokers
do not receive the same commissions from JUA products as other commercial products.?

Others suggest nursing homes are not using the JUA because the it is only
authorized to write professional liability insurance and not general liability insurance.
Anecdotally, the committee has been told that some insurance carriers refuse to write
general liability insurance for a nursing home that has professional liability coverage with
a different company.

Another possible explanation for the limited usage of the JUA is that insurance
policies have coverage for an entire year and nursing homes only begin looking at

*Insurance brokers receive commissions from the JUA on a sliding scale. Specifically,
the broker receives 12.5% on the first $2000 worth of premium, 7.5% on the next $3000 worth of
premium, 5% on the next $15,000 of premium, and 2% on any premium in excess of $20,000.
Typically, commercial carriers pay a flat commission rate of 10-15% of the premium dollar.

11
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insurance rates when their policies are coming up for renewal.

As of December 5, 2002, the JUA has written 40 professional liability policies for
nursing homes. Of those, 16 are for non-profit homes and 24 apply to for-profit homes.
The average premium per annum, per facility is $110,000. Average cost per occupied bed
is $1,083.%" Sixty-seven percent have a deductible of $25,000. Eighty-two percent have
coverage of $1 million per occurrence with a total of $3 million per annum. The JUA has
five applications pending, all with for-profit homes and has recently received a request for
five more quotes.

Based on low usage of the JUA, no bonds have been issued nor have maintenance
charges been assessed. The Board of Directors of the JUA has determined the
stabilization fund is sound without having to issue the bonds.

To better understand the nursinghomes’ use of insurance, TDI and the Department
of Human Services are jointly conducting an online survey to ask nursing homes a variety
of questions, including: (1) Is the nursing home carrying professional liability insurance?
(2) What are the premiums? (3) What is the deductible? (4) What are the coverage limits?
(5) Is the nursing home aware of the JUA? (6) Has it asked for a quote from the JUA? (7)
If not, why? The entire survey may be viewed at www.dhs.state.tx.us/providers/Itc-
policy/index.html . TDI has asked for responses by December 2002.

Mandatory Insurance

Under the provisions of SB 1839, the liability insurance requirements do not go into
effect until September 1, 2003. Currently, the cost of insurance is a reimbursable expense
under the Medicaid program. However, House Bill 154 required that the Health and
Human Services Commission (HHSC) to only reimburse those homes that actually
purchased insurance. This provision does not affect those homes that are entirely private-
pay facilities.

According to HHSC, 702 (67 percent) of the 1050 contracted nursing facilities that
receive Medicaid reimbursement are currently receiving the liability insurance add-on
payment. The additional 348 nursing homes that do not receive the add-on payment;
these facilities have no insurance coverage.

Of the 702 providers receiving the liability insurance add-on, three are receiving the
general liability insurance add-on only (no professional liability insurance add-on), while 17
are receiving the professional liability insurance add-on only (no general liability insurance
add-on). The remaining 682 are receiving both the professional and general

*'The premium cost ranged from $472 to $3,280 per bed.
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liability insurance add-ons.

Another provision of SB 1839 instructed TDI to study the implementation of certain
provisions of the legislation. TDI completed that study in December 2002.??

Data Reporting

To date, the Commissioner of Insurance has not put out a data call on professional
liability insurance for nursing homes provided by surpluslines. The department intends to
receive this information, analyze it, and report its findings back to the Legislature within the
next twelve months.

Risk Management

The Texas Department of Insurance adopted a “best practices” reportin December
2001. ® Adoption of best practices was to encourage commercial carriers to reenter the
Texas market. Itis too early to determine whether the intentions were well-placed since no
commercial carriers have reentered the market since its adoption. However, the JUA does
use the best practices guide when it determines its rates.

Additionally, TDI has added questions regarding the use of best practices in its
nursing home survey at www.dhs.state.tx.us/providers/Itc-policy/index.html.

LEGAL ISSUES

Admissibility of Certain Evidence in Civil Causes of Action

Although the requirement that Texas Rules of Evidence be applied in determining
the admissibility of documents has been in effect a little more than one year, the nursing
home industry has proposed to change the statute to make admissible only regulatory
documents directly related to the plaintiff’s case. The nursing home industry is also
proposing that the state’s exemplary damage cap may be lifted only when there is a proven
criminal conviction against a nursing home employee. This proposal would change existing
statutory language that allows the states exemplary damage cap to be lifted when conduct
is described as a felony in civil court.

Few, if any, cases have been in the judicial pipeline long enough to have applied the

A copy of that report is included as Attachment 4.
> A copy of that report is included as Attachment 5.
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statute at all. Moreover, the constant change of law in this area could lead to further
judicial confusion, compounding the very issue the statute was intended to address.

Finally, the changes made with respect to admissibility of documents were not
made in a vacuum; rather, the legislation was intended to address the nursing home crisis
in a cumulative manner Accordingly, the committee believes it would be premature to
make additional changes to this portion of the statute at this time.

Notice of Exemplary Damages to the Department of Human Services

The Department of Human Services has not received information on exemplary
damages being awarded against a nursing home. The department is in discussions with
the Office of Court Administration to establish a formal process of notification.

However, the committee has heard testimony that exemplary damages are being awarded
in many long term care jury verdicts. In 2001, three of the top ten jury verdicts in Texas
involved exemplary damages againstlong term care organizations. (Dallas Morning News,
July 25, 2002, “Soaring Liability Costs Blamed for Non-Profit Nursing Home Closures)*

REGULATORY ISSUES

Joint Surveyor and Provider Training

The Department of Human Services (DHS) was directed by SB 1839 to create and
offer a series of joint provider/surveyor training sessions around the state. Historically, the
relationship between DHS surveyors and facility providers was contentious, often due to
a lack of information sharing and mutual understanding of regulatory standards and
provisions. These seminars were established to help ensure the providers and the
surveyors were operating under similar regulatory information and training.

To date, DHS has offered 72 joint surveyor and provider training sessions. As
delineated in the statute, these sessions focused on the top 10 most commonly cited
deficiencies. The topics were identified through input from DHS surveyors and providers.
As of December 2002, 1800 providers have received this training alongside 481 DHS

*The three long term care cases in the top ten in 2001 include the following punitive
damage awards: Fugua v. Horizon?CMS Healthcare Corp. FKA Horizon Healthcare Corp., $310
million punitive damage verdict, settled after verdict for $20 million; Ernst v. Horizon/CMS
Horizon Healthcare et. al., $75 million in punitive damages, settled after verdict for $20 million;
Copeland v. Dallas Home for the Jewish Aged Inc. $34 million in punitive damages(on appeal).

14
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surveyors. The classes offered are as follows®: (1) Abuse and Neglect; (2) Kitchen
Sanitation; (3) Focus on Quality; (4) Infection Control; (5) Advance Directives; (6) Incident
Reporting; (7) Survey Process; (8) Licensure Process; (9) Pressure Ulcers; (10)
Intermediate Care Facility for the Mentally Retarded (ICF/MR) Survey Process; (11)
Psychoactive Medications; and (12) Restraint Initiative.

Joint Surveyor and Provider Classes

Topic # classes Surveyors Providers No Designation
offered Trained Trained

Abuse/Neglect 1 20

Kitchen Sanitation 17 15 136 298
Focus on Quality 1 78 247
Infection Control 15 111 298
Advance 17 93 254

Directives
Role of Consultant 1 30 54
Pharmacist
Incident Reporting 3 7 47
Survey Process 2 1 72
Licensure Process 3 0 92
Pressure Ulcers 4 26 76
ICF/MR Survey 4 22 90
Process
Psychoactive 1 0 17
Medications

Restraint Initiative 3 98 430

Total 72 481* 1,804 318

*DHS employs 380 surveyors, several surveyors attended multiple sessions

DHS website http://www.dhs.state.tx.us/programs/ltc/Training/trainingschedule.html
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Quality Assurance Monitors and Rapid Response Team

Quality assurance monitors were established to create a state-aided, quality of care
improvement program for long term care facilities. Additionally, SB 1839 instituted rapid
response teams to be immediately deployed to a troubled facility. DHS was authorized to
hire 50 nurses, pharmacists and nutritionists for this program. Forty-three of these 50
employees have been hired. According to testimony from DHS, the focus of this program
is to change statewide provider practices regarding the following:

* restraint use

» toileting for incontinent residents

» unnecessary use of bladder catheters

» prevention of avoidable and unintended weigh loss
* prevention of avoidable dehydration

» use of certain psychoactive drugs.

DHS intends to expand the clinical scope of the program to address other issues as
additional best practices resources are developed.

The quality monitors began visiting facilities April 15, 2002. Monitors made
introductory visits to familiarize providers with the program prior to the onset of the
monitoring. As of October 1,2002, there were 491 monitoring and/or rapid response team
visits. Preliminary analysis of the 41 facilities that have had two or more monitoring visits
shows these facilities had a slightly higher prevalence of restraint use than the remaining
1000 facilities (19.11 percent versus 18.5 percent). However, in the first quarter of the
program’s operation, these same 41 facilities showed a restraint reduction rate five to six
times greater than facilities that had one or no quality monitor visit.?®

During DHS testimony regarding this program, members of the committee requested
extending Texas Legislative Council research projects to include a survey of this program
and its success. The results of this study found that no real quality of care improvements
can be seen at this time because of the quality of care monitoring program.?” However, it
is also recommended that the program be continued to allow a greater length of time for
the program to realize a possible improvement in quality of care.

*DHS testimony, October 8, 2002 hearing.
*’A copy of that research is included with this report as Attachment .
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Informal Dispute Resolution Process Changes

SB 1839 moved the long term care informal dispute resolution (IDR) process from
DHS to the Health and Human Services Commission (HHSC). States are required to offer
informal dispute resolution by the federal government. By moving the informal dispute
resolution process from the regulatory agency that cited the violation in question, any
potential bias in favor of the violation would be removed from the process.

Informal dispute resolution is available to a nursing facility, an Intermediate Care
Facility for the Mentally Retarded (ICF/MR) and an assisted living facility. Prior to IDR,
both the facility and DHS are permitted to provide additional information about the citation.
Next, the facility submits the rebuttal to the deficiency in question and supporting
documentation. Finally, DHS provides further information that may arise from the facility’s
rebuttal.

In cases that involve a deficiency without a penalty, HHSC will perform a review of
the information. In situations that involve a penalty, a provider may request a face-to-face
or telephone IDR. Atthattime, DHS may attend, but no new information may be presented
from either side.

HHSC completes its review and issues a decision no later than the thirtieth calendar
day after receipt of the IDR request. After its review, HHSC may offer the following
decisions:

. delete all or a portion of the deficiency,

. sustain the deficiency,

. move the deficiency from one citation to a more appropriate citation, or

. change the scope and severity of the deficiency for Immediate Jeopardy or

Substandard Quality of Care designations.

Currently, the final two options listed above are subject to change as Texas is
awaiting review and guidance from the Centers for Medicare and Medicaid Services
(CMS). CMS has found those deficiency changes should only be made by the state
surveying agency. In Texas, that agency is DHS.

Finally, if the facility is not satisfied with the results of the IDR, it may file a request
with the State Office of Administrative Hearings (SOAH) to dispute the DHS-recommended
enforcement action. Followingthe SOAH hearing, if the facility continues to be unsatisfied
with the ruling, it may file a lawsuit in district court.?®

*DHS testimony, October 8, 2002 hearing.
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Amelioration of Violations

As previously stated, amelioration allows the facility to take the penalty money paid
to DHS for a violation, that is not considered an immediate threat of harm, to use to
improve quality of care and services to the residents. The facility may use all or only a
portion of the penalty, but may not use the funds for administrative services.

DHS has received seven amelioration requests from nursing facilities.?® Of those
requests, six have been approved. The highest administrative penalty approved for
amelioration was $74,000; the lowest penalty was $1,000. Examples of approved
amelioration requests provided by DHS include:*

. $15,000 request approved for a portion of the cost for a facility planning to
create a 26-bed Special Care Unit for behavioral management,

. $1,000 request approved for a facility planning to hire a consultant to provide
in-service training on communication, and

. $46,000 request approved for a facility planning to create a restorative dining
program.

*’DHS has yet to publish rules for assisted living facilities and no ICF/MR has requested
amelioration.

**DHS testimony, October 8, 2002 hearing.
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Budget Issues

Most stakeholders agree the state should provide higher levels of funding for long
term care facilities. In response to the multi-faceted crisis facing Texas’ nursing homes,
the Legislature has investigated various funding strategies and increases that may have
a positive effect on the care being given to residents.

During negotiations, it was imperative to the authors of SB 1839 that funding be only
a portion of the solution. The nursing home crisis stemmed from a variety of issues and
it was the general concern that simply granting the nursing facilities’ funding requests
without addressing the other components of the issue would not solve the problem. The
authors did not want funding increases to be lost in a failing system that would not improve
quality of care. The approach was to adjust all the elements of the problem - legal,
insurance and regulatory - to strengthen the infrastructure. Therefore, the money that was
appropriated would go to the services and needs of the residents of a healthy long term
care foundation.

As with most medical care services, funding levels have increased. In FY 1998, the
funding level for the Nursing Facilities and Hospice Payments Strategy was $1.6 billion,
including all funds, and in 2003, $1.9 billion, also including all funds. Nursing homes
receive about 90 percent of this strategy amount.*’ The following items are funded under
the Nursing Facilities and Hospice Payments Strategy:

. Medicaid nursing facility services;

. Medicaid-funded payment of Medicare co-insurance for Medicare Skilled
Nursing Facility care (dual eligibles);

. Medicaid Hospice services;

. physical therapy/occupational therapy/speech therapy services provided to
Medicaid-eligible residents of nursing facilities;

. specialized therapy services for Medicaid-eligible nursing facility residents
diagnosed with mental illness, mental retardation or related conditions;

. reimbursement of provider costs associated with nurse aide training;

. ventilator support;

. DHS staff that directly support the management of Nursing Facilities; and

. outsourced costs of operating the Claims Management System.

*'Legislative Budget Board Testimony, December 19, 2001
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2002-2003 Funding Issues

During the 77th legislative session, DHS received an increase of $439.9 million, all
funds ($175.0 million in general revenue) for the 2002-2003 biennium in the Nursing
Facilities and Hospice Payments Strategy. From that funding, $135 million in general
revenue was earmarked for inflation-related rate increases and $40.0 million was directed
to improve the quality of care in nursing homes.* Quality-of-care funding was for direct-
care staffing enhancements, which provides increased reimbursement to participating
nursing facility providers who have improved direct-care staffing levels and/or their level
of compensation. Thisrider was an early step implemented in the 76th Legislative Session
to address the nursing home crisis.

Additionally, $35.6 million was appropriated for the 2002-2003 biennium in response
to the passage of House Bill 154 which increased the Personal Needs Allowance from $45
to $60.%°

The 77th Legislature also addressed quality of care funding with DHS Rider 39.
Rider 39 directs DHS to use $10 million, all funds, and 82 full-time-equivalent (FTE)
positions during the 2002-2003 biennium to promote best practices, provider education,
and enhanced communication in the nursing facility survey process. The rider directed the
agency to report on the progress of the transition and implementation of the program.

2004-2005 Funding Issues

DHS has a 2004-2005 biennium baseline increase of $26 million in general revenue
from the 2002-2003 funding to address caseload growth in the Nursing Facility and
Hospice Payment Strategy. Historical data trends are used to estimate the growth in these
services.

The nursing facility client-per-month caseload count s projected to decrease slightly
from 59,976 clients in 2003 to 59,919 in 2005. Therefore, a majority of this funding
increase is attributed to the growth in hospice clients with some growth in payments of
Medicare co-insurance. Agency staff has indicated the growth in hospice spending is
based on increased public awareness, acceptance and preference of this type of service

*1d.

»Personal Needs Allowance are funds retained by the client from their monthly income to
purchase personal items.
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Unlike the slightly diminishing caseloads, nursing facility costs are projected to
increase in the 2004-2005 biennium. These increases are two-fold: the growing acuity
level for the clients in nursing facilities and paying for inflation costs for provider services.

First, according to DHS, the rising acuity, in other words, level of care is a significant
cost driver. Of the DHS $49.9 million general revenue requested for 2004-2005 acuity
increases, $15.2 is related to acuity in nursing facilities. At nursing facilities, changes in
acuity are reflected in month-to-month changes in the weighted average nursing facility
rate per patient day.

Specifically in nursing facilities, trends indicate that the weighted average daily rate
per patient day will increase by .8 percent each year based on increases in the average
patient case-mix. Currently, there are eleven different case-mix reimbursement levels.
Although reimbursement rates for each case-mix level are constant for the entire biennium,
the average rate is trending upward, as the percentage of patients in the heavier care
case-mix levels is increasing over time.

DHS suggests the increase in acuity levels may be the result of the diversion of
potential nursing facility clients into community care services. A higher proportion of clients
at the lower levels are diverted into community care.** The clients with fewer and less
expensive medical needs may be served in the community, while clients with the greatest
medical needs remain in the nursing facilities. As a result, the average daily costs rises.

The second major cost driveris the inflation of rates for provider costs. In creating
an appropriation request, agencies are not allowed to include the cost of inflation for
services in the baseline budget. Therefore, as an exceptional item, DHS is requesting
$108.8 million, (75.2 percent of the $144.6 million general revenue request) for inflation of
costs in nursing facilities. General inflation is based upon the Personal Consumption
Expenditure (PCE) chain-weighted price index forecast by DRI-WEFA, an economic and
financial forecasting company.®

This $108.8 million general revenue request is a provider rate increase of 6.05

**Department of Human Services Appropriations Request, October 8, 2002

DRI (formerly Data Resources Inc.) and WEFA (formerly Wharton Econometric
Forecasting Associates) merged to DRI-WEFA. All client products and services have been fully
integrated, the company has changed its name to Global Insight on October 28, 2002.
http://www.globalinsight.com
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percent, effective from September 2003 to August 2005, based on FY 2000 cost reports
inflated to the FY 2004-2005 biennium per rate methodology. Rates for FY 2002-2003
were based on FY 1999 cost reports inflated forward per rate methodology. Actual 2004-
2005 rates will be based on FY 2001 cost reports inflated forward. However, final FY 2001
cost report data will not be available until February 2003. Until then, FY 2000 data will be
used.* Additionally, nurse and nurse aide wages are inflated based on historical trends
in cost-report wage data.

Notably, DHS has concerns that if provider rates are not adequately funded, the
quality of service may be reduced because providers will be forced to trim funding in other
areas to compensate for inflation.

It is also important to discuss the DHS exceptional item addressing mandatory
liability insurance for nursing facilities pursuant to the provisions of SB 1839. As nursing
facilities may claim a portion of their daily reimbursement rate to pay for this coverage,
DHS is requesting $54.7 million in general revenue to pay for the increased number of
insured nursing facilities.*” This fiscal impact was inadvertently left out of the fiscal note
of SB 1839 as it was amended throughout the legislative process.

**Department of Human Services Appropriations Request, October 8, 2002

*’For impact analyses for FY 2004-2005 LAR purposes are based on CY 2002 Texas
Joint Underwriting Association (JUA) rates projected to FY 2004-2005, assuming 10% annual
increases, with minimum required limits and $25,000 deductible, the highest deductible under
the JUA rate structure.
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Implementation of House Bill 154

OVERVIEW

The 77" Legislature passed House Bill 154 by Reps. Thompson and Chavez and
Sen. Gallegos, relating to the personal needs allowance (PNA) for certain Medicaid
recipients who live in long-term care facilities. Prior to the implementation of HB 154, the
PNA was $45 per month. HB 154 increased the PNA, for certain Medicaid individuals, to
at least $60 per month.

PROVISIONS

HB 154 amended the Human Resources Code to add a new subsection requiring
DHS to set a PNA of at least $60 per month for residents who receive medical assistance
in convalescent or nursing homes or related institutions licensed under Chapter 242 of the
Health and Safety Code; personal care facilities; ICF-MR facilities; or other long term care
facilities. In addition, DHS may send the PNA directly to a resident who receives
Supplemental Security Income (SSI) pursuantto 42 U.S.C. Section 1381 et seq. The PNA
does not apply to a resident participating in a medical assistance waiver program
administered by DHS.

As a condition of increasing the allowance, the agency was required to develop an
early warning system to detect fraud in the handling of these allowances and other funds
of residents in long term care facilities.

As stated above, liability insurance is an allowable expense under the Medicaid
program. HB 154 mandated that the insurance reimbursement only be paid to those
homes which actually purchased liability insurance.

IMPLEMENTATION

Personal Needs Allowance:

HB 154 was effective on Sept. 1, 2001. At that time, the allowance was increased
from $45 to $60 each month for certain Medicaid individuals.

For FY 2002, DHS has estimated the total cost of the PNA to be $9,856,652 with
the state paying $3,925,904. In DHS regulated ICF-MR facilities, the total FY 2002
estimated cost is $1,368,000 with the state paying $544,874.
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Early Warning System for Fraud Detection

As a condition to increasing the allowances, DHS was required to establish an early
warning system to detect fraud in the handling of these allowances and other resident
funds.

The early warning system is as follows:

u Monitoring of facility trust fund accounts is conducted by Long Term Care Services
(LTCS) specialized staff annually;

u More frequent monitoring occurs for facilities (1) filing bankruptcy or (2) voluntarily
or involuntarily giving up their Medicaid contract with the department;

n Staff will also monitor if there is anything suspicious during a complaint investigation
or a regularly scheduled annual survey as required by Health and Safety Code
Chapter 242.

Specialized trust fund monitoring staff receive training from the HHSC and the
Attorney General of Texas, Medicaid Fraud Division, to identify and report fraudulent
activities. A fiscal note of $500,000 was attached to this requirement of HB154, but it was
not funded. Accordingly, DHS used existing resources and activities to ensure better
monitoring.

Liability Insurance Add-On in Daily Rate

The HHSC reports currently 702 of the 1050 contracted nursing facility providers
(67%) are receiving the liability insurance add-on payment in the daily rate. Of these
providers receiving the liability insurance add-on, three are receiving the general liability
insurance add-on only (no professional liability insurance add-on) and 17 are receiving the
professional liability insurance add-on only (no general liability insurance add-on). The
remaining 682 are receiving both the professional and general liability insurance add-on
in the daily rates paid to these facilities.

The add-on payment for professional liability insurance is $2.20 per resident, per
day and $0.20 per resident per day for general liability insurance. This amount is added
to the daily rate for each Medicaid resident in the facility.

Prior to setting the rates for the biennium, HHSC did a survey of nursing facility
providers to estimate how many actually had purchased liability insurance coverage. The
rate add-on for liability insurance was then set at a level which would expend that part of
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the appropriation derived from liability insurance costs, based on the estimated number of
facilities with coverage. Thus, the entire appropriation for liability insurance add-on is paid
to those facilities with insurance.

In order to obtain the insurance add-on, each facility was required to submit a
document certifying insurance coverage and the certificate of insurance from the insurance
carrier as evidence of coverage to the HHSC’s Rate Analysis Department. Acceptable
insurance carriers include admitted carriers authorized to write liability insurance in Texas
or an eligible surplus lines insurer in accordance with Article 1.14-2, Insurance Code.
Insurance issued by the Texas Medical Liability Insurance Underwriting Association (JUA)
is also acceptable. Finally, if the liability insurance was independently procured, the
insurance company was referred to the TDI to determine whether the insurance company
meets TDI requirements. The review of these insurance companies is currently being
conducted by TDI.

Once HHSC has been presented with a valid insurance document and certification,
payment of the add-on can be made. A stop date to end the add-on payment is entered.
If the policy is renewed and HHSC is given the appropriate documentation, then the stop
date on the payment to is extended for the length of the new policy. No further review of
policies or certificates is conducted to determine cancellation of coverage after the add-on
has been obtained. HHSC does inform providers that it is their responsibility to notify the
agency if the policy has been canceled and failure to notify could constitute Medicaid fraud.
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Additional Department of Human Services Activities

DHS has initiated changes and programs in response to concerns from the
Legislature and the nursing home industry, regarding the regulatory environment for
nursing facilities. During the 77th Interim, DHS reorganized its Long Term Care agency
structure. The Long Term Care Regulatory Division was transferred under the new Deputy
Commission for Long Term Care. This new position is responsible for:

n aligning long term care eligibility services, community care services and
contracts;

u policy and staff training; and

n the licensing and regulation of providers.

The agency’s goal in this change was to create a seamless system that provides an
array of quality services that meet consumer needs.*® Additionally, oversight and
management of the regulatory attorneys and Long Term Care Regulatory Division regional
directors was placed under the direction of the Division’s regional administrators. This
move of administrative duties to the regional administrators is intended to provide Long
Term Care Regulatory Division’s managers more time to focus on core functions of the
agency.*

In 2000, DHS created survey comment cards for the nursing facilities to complete,
comment and mail to DHS state headquarters about a survey in their facility. These
anonymous comment cards allow the facility administrators the freedom to report to the
agency how they feel about a survey encounter. The cards are made up of six specific
items and administrators are encouraged to add written comments. All negative responses
are forwarded to the region so that surveyors and regional administrators are aware of
concerns from one of their facilities.

*Department of Human Service agency testimony, October 8, 2002
PId.
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DHS provided the committee with the following 2002 Third Quarter report:*

Facility Type Number of Responses
Nursing Facility 817

ICF/MR 232

Assisted Living 190

Adult Day Care 44

Did not indicate facility type 117

Total Responses 1,400

Below are the results:

Item on Comment Card Agreed
The conduct of the surveyor(s) during the visit was professional 98.6%
Surveyor(s) followed protocol and considered all pertinent evidence 98.2%
There was minimal disruption to your normal routine due to the 95.6%

surveyor(s) activity

The surveyor(s) kept you adequately informed during the course of the | 97.3%
survey

The surveyor(s) adequately explained the findings or deficiencies 98.6%

The surveyor(s) spent sufficient time to perform an adequate 99.4%
investigation or survey

“1d.
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Finally, Commissioner Jim Hine created the Long Term Care Workgroup composed
of consumers, providers, advocates, regulators, an ombudsman, and DHS management
to address key issues for the agency. The process addressed four critical areas: contract
management, agency infrastructure, Texas Works, and Long Term Care. The Long Term
Care Workgroup was given the charge to develop innovative and collaborative models for
improved long term care service delivery. Additionally the group was to implement a
program that guides the actions and relationships of individual Texas service providers and
DHS, so as to:

L] provide a broad array of quality services to maximize client choice and
independence;
n ensure the health and safety of all long term care clients, and reward those

providers who demonstrate exceptional service;

n secure ready access for clients, providers, and client advocates to the long
term care delivery system as a whole, as well as to individual service
components; and

n facilitate appropriate service delivery to clients with individualized needs and
expectations.”’

The result from this workgroup was the following Vision and Core Values statement:

Texas is committed to a premier long term care system that provides
a comprehensive continuum of services designed to promote
independence and effectively balance quality of life, consumer

choice, quality service delivery and personal safety.

To that end, the working group created recommendations to enhance the regulatory
process experience and improve collaboration and coordination between industry
stakeholders and DHS. Efforts, such as these, contribute to the improving infrastructure
for the long term care industry.

*'Department of Human Services testimony, October 8, 2002
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Interim Research Projects

In most debates regarding long term care issues, quality of care was the shared goal
held by all the stakeholders. While many disagreed on the solutions to the crisis, all
involved wanted to ensure that the frail and elderly are offered the highest level of care in
Texas facilities. However, there were no real definitions of what is quality of care and what
is the best means to achieve such care.

The Long Term Care Legislative Oversight Committee partnered with Texas
Legislative Council Statistical & Demographic Research Division to investigate different
mechanisms and measurements for quality of care. It was the hope of the committee that
the research results would provide common ground from which stakeholders can better
evaluate aspects of quality care.

The following research projects were conducted during the interim:

1. Evaluation of Current Texas Nursing Home Quality Reporting System

QUESTION: Canthe current Texas nursing home Quality Reporting System
(QRS) developed and implemented by the Texas Department
of Human Services (TDHS) be improved to assist consumers
in selecting a quality nursing home?

ANSWER: Yes. Our evaluation revealed aspects of the QRS that can be
improved.

2. Does Predictability of Regulatory Surveys Affect Quality of Care?

QUESTION: Does an unpredictable survey process affect the quality of care
in nursing facilities relative to a partially predictable survey
process?

ANSWER: At this point in our research, the data indicate that survey

unpredictability had no measurable effect on the quality of
services provided in nursing facilities between April 2000 and

February 2002.
3. Assessing Quality of Care in Nursing Homes
QUESTION: Is there evidence that Texas nursing facilities under-report

problems relating to quality of care in nursing facilities?
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ANSWER:

QUESTION:

ANSWER:

No. An independent assessment of data reported by nursing
facilities does not show any pattern of systematic
underreporting. On some items, independent review found
more problem cases than reported by facilities. On other items,
facilities reported more problem cases than were found on
independent review.

Adequacy of Numbers of Nursing Home Regulators

How does the number of nursing home survey and certification
personnel in Texas compare to the number in other states?

The number of personnel in Texas compares favorably to the
number in other states. In FY2000, Texas had the fifth highest
number of survey and certification personnel per 1,000 nursing
home residents.

5. State Comparisons of Nursing Home Reimbursement Methodologies

QUESTION:

ANSWER:

Would Texas reduce costs by adopting the reimbursement
methodology of another state?

One approach to adopting a different reimbursement
methodology addresses only the method of categorizing
nursing home residents--for example, using the Resource
Utilization Groups (RUGs-Ill) instead of the Texas Index for
Level of Effort (TILE). A change of this type would have no
effect on the budget because the existing TILE effort levels
(i.e., minutes of attention from nursing staff) would be applied
to the RUGs-IIl categories. However, there might be other
non-budgetary implications.

6. Adequacy of Nursing Home Quality Indicators

QUESTION:

ANSWER:

Is there evidence to suggest that certain nursing home Quality
Indicators are not adequate to signal some quality of care
problems, suggesting that the State of Texas should request
the Centers for Medicare & Medicaid Services to revise such
indicators?

No. There is no evidence to suggest that Quality Indicators fail
to capture problems with quality of care. However, this finding
implies that quality of care problems may be concentrated in
a persistent subset of "low quality" facilities and are not
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randomly distributed throughout all facilities in the state.

Evaluation of the TDHS Quality-of-Care Monitor Program

QUESTION: Has the Quality-of-Care Monitor Program, as required by
Senate Bill 1839, 77th Legislature, Regular Session, improved
the quality of care provided to residents of Texas nursing
homes?

ANSWER: No. Six separate analyses were undertaken to determine
whether there has been programmatic effect, but in no case
did the analyses show that the program is producing a net
improvement of the quality of care. Since the program has
been in effect for less than one year, it seems advisable to
reevaluate the program periodically.

The complete results of these research projects are attached as Exhibits 6-12.
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Recommendations

At the outset of the 77th Legislature, the nursing home industry was in crisis:
liability insurance rates were skyrocketing, lawsuits were on the rise, funding was
thought to be inadequate, and the regulatory process was often volatile. In
response, the Legislature passed S.B. 1839, the provisions of which were aimed at
addressing the systemic and fundamental problems plaguing the industry. As with
most comprehensive and complex pieces of legislation, implementation occurs over
time. Additionally, ample opportunity is needed to truly assess the legislation’s
success. Thus, at this time, the Committee recommends that the 78th Legislature
refrain from making dramatic changes to the legislation.

In choosing the implementation date for mandatory liability insurance of September
1, 2003, the 77th Legislature was mindful that the requirement for insurance was
a significant change from the status quo. Moreover, although the Legislature
supported the concept that all nursing homes should carry liability insurance, the
Legislature did not intend to place an unreasonable financial burden on the nursing
homes. The use of September 1, 2003 was specifically chosen to give the
Legislature the opportunity to review the fiscal implications of this enactment date
again during the 78th Legislative session. Thus, the Committee recommends that
the 78th Legislature evaluate whether postponing the implementation date for
mandatory insurance would be prudent. The Committee also recommends that the
78th Legislature consider whether different types of insurance (i.e., self-insurance,
etc....) which should be permissible under this provision.

The Committee has heard anecdotally that contributions to the charitable
endowments of several faith-based organizations has decreased significantly. The
faith-based organizations attribute this reduction, in part, to fear on behalf of the
contributors that their donated funds will be used to pay for litigation and settlement
expenses rather than for caring for the elderly. In an effort to protect these
endowments, the Legislature should consider legislation to shield this money from
lawsuits in instances where the charitable organization purchases professional
liability insurance.

The 78th Legislature should consider legislation to allow the Joint Underwriters
Association (JUA) to write general liability policies for those nursing homes who also
purchase professional liability policies from the JUA.
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In an effort to better implement HB 154, HHSC should require facilities to file with
their cost reports a statement, on a form proscribed by HHSC, from the insurance
carrier(s) certifying the facility had liability insurance coverage in effect during the
relevanttime period. If the facility fails to show coverage for the entire relevanttime
period, HHSC should recoup the State and Federal funds paid for services not
provided.

In an effort to reduce redundancy in paperwork, as well as providing conformity
between state and federal agencies, the Legislature should consider a phase out
of the TILE(Texas Index for Level of Effort) reporting reimbursement system and
substituting with RUGs Il (Resource Utilization Groups), if funds become available.

33



wa)sAg AjisiaAlun INRY Sexa] a9yl
uoije}s jJusawiiadxg jeinynoLiby sexa|
ABoj0120g [einy jo Juswpeda(

YOOopJn\ "H 9A3)S
Aq

walsAg asen wuid)-buo
9y} J0} suoinjesljdw] aiydeibowa



uonisodwo’n pjoyasnoH ui abueyn
uoije|ndod ayj jo buiby

uolje|ndod oj|buy-uoN ayj ul asealou|
Uymouo) uone|ndod

JO S921N0S puk sajey ul abueyn

aining ayj} bunoayy
spual] slydeisbowaq Jolepn



abueymn uone|ndod |ejoy



1eak snsuad pajedipul 8y} 4o} aJe sanjeA ||y .

cel 8'¢c 906°LZY°L8C 02815802 x000¢2
86 v'6l €1860.'8¥e 01598691 0661
Vil 1'.¢ G08°G175‘9zC L6L‘6ZC VL 0861
vel 69l 1£0°20€€02 0€L'96L°LL 0,61
06l cve GlL‘eze’ell 1196156 0961
SVl [Al\r4 19€°269°051 V6L LLLL 0561
cL L'0L G.2'699°LEL ZA A0 A ov6lL
191 6'v¢ 9v0°GLLCCl WA 74 R 0€61
6Vl L6l 029°0L 2501 82Z'c99'v 0261
0’le 8'L¢C 992°2L6°L6 Zv5'968°c oiL6l
L°0C ¥'9¢ G.5'V66'GL oLL'8v0‘c 0061
q'qe v oy v1LL'1v6°C9 12S'6ET’T 0681
09¢ S'v6 €8.651°0S 6v.L°165°L 0881
99¢ G'GE 6v'818°6E 6.5818 0,81
9'6¢ cv8l Lze‘evvie GLZY09 0981

=== === 9/ 8‘161°ce z65Cle 0S8l
‘SN sexa] ‘SN sexa] Jeap

abueyn juadiad

uolje|ndod |ejoL

0002-0S581 ‘seje}s pajiun ayj pue sexa]

ul abuey, uonendod juaaiiad pue uone|ndod |ejol



pajeoipul Jeak ayj Jo | [1idy 10} SJUNOD SNSUBD [RILUSIBP dJe sanjeA uonendod

*

GG 200986 LS¥'9.6'8) GS1'066°LL YIOA M3N
98 169886 €62'6L1'CL 209°0EV° L1 sioul||
9'0¢ 198°900°} 192°10E"Y Y6€'v62'S opelojo)
1’12 62V L20°L 1ZL'v68'S 269°998'¥ uojbuiysep
v'1e 9/9'0Z¥°L €LE'610°8 1€9'829'9  eujjosed YypoN
0oV AT A 2€9'0EL'S 822'G99°¢C BUOZUY
¥'9Z L€2'80.L°) €G'981‘8 912'8.¥'9 elbioan
G'ee ZSP'vho‘s 8.£°786'Gl 926°/£6'C1 epLo|4
4 01£'G98°c 02815802 01598691 sexa]
8¢l L29LLLY 819°1.8°cE 120°09.°62 ejuloyljed
0002-066 | 0002-0661 Luonejndod suone|ndod aJels
abueyp abueyp 0002 0661
uonejndod jesLIswINN
juasiad

0002-0661 ‘sa@jeis pajiun ay3 ul

SWI9 ] [edLIdwNN Ul saje}g Buimour) }sajseq ua|



pajeoipul Jeak ayj jo | judy 10j SJUNOD SNSU3D [eIUUBIAP aJe sanjeA uoneindod

1’12 62V L20°) 1Z1'v68'S 269998t uojbuiysep
v'1g 9/9'0Z¥'L cLe'er0’s 1€9'829‘9  euljojed YHoN
82¢ 01£'G98°c 028°158'0Z 01598691 sexa]
G'€C ZSY'vi0e 8.£°786'Gl 926°L£6°Cl epLoj4
¥'9Z L€Z'80L°) €G¥'981°8 912'8LV'9 eibioan
G'8Z 02°L82 €66°€6Z°1L 677.°900°} oyep]
9'6¢ 61015 691°€€2'C 05822’} yein
9°0¢ 198°900°} 192°L0S'Y Y6E£v62'S ope.ojo)
00V VAT A 2€9°0EL’S 822'G99°¢ BUOZUY
€99 vZr'96.L LG2'866°1 €€8102°1 BpeASN
0002-0661 0002066} suonijejndod suoljejndod ajels
abuey) abuey) 0002 0661
uonje|jndod jesawnN
juadiad

0002-0661 ‘s@jeis pajyiun ayj ul
swii9 ] abejuasiad ul sajels Buimouno) jsajseq uaj



pajesipul Jeak ayj Jo | [Lidy 40} SJUNOD SNSUAD [eIUUSI3P aJe sanjeA uonjejndod

'92 L€2°80L°L €G1'981°8 912'8.¥'9 eibioag
68 291789 0SE'V1IY'S 881°0€.L L Kesiar maN
69 L1 €V ‘866 L62'G62'6 ueBIyoIN
L'y 620905 ovL‘eSE L1 SLL Y80l olyo
v'e LI 66€ ¥60°182°C1 €v9°188°L1 elueAjfsuuad
98 169386 €62'61¥'CL 2090V L1 sioul|||
R rd Zsy'vro‘s 8.€286S ) 926°L£6°C1) epLoj4
GG 200986 LS1'9.6°81 GG1'066°L1 YIOA MON
4 0L£'598‘c 028°158°0C 01598691 sexa]
8cl L2 LLLY 8191 .8°€E 120°09.°62 eluiojijed
0002-066} 0002-0661 suonjejndod suonjejndod ajels
abuey9 abueyo 0002 0661
JU92.19d jesLswnpN

000¢ ul 9zig uoljejndod Aq payuey 000z ul 9zIS
uone|ndod Aq saje}s pajiun ui sajels 3sabie] uaj



(260°1)
(%Lvl) €82

(152))
(01°08) 102

(%000L) 22
(%8'66) €2

(622°1)
(%0'88) z80°‘L

(¥52)
(%v68) 122

(%0°001L) 22
(%0°001) ¥2

(826)
(%S°19) 109

(ov2)
(%8°89) g9l

(%€ 96) 92
(%8'66) €2

(262°1)
(%0°95) ¥0.

(vs2)
(%€ 98) L

(%2z's8) €2
(%S°29) Si

(222°))
(%0°¥L) St6

(¥s2)
(%2'cl) 981

(%0001) 22
(%0°00L) ¥2

=N
saoe|d

=N
sapuno)

(2Z=N) seasy ueyjodoajai\

(#Z=N) sjusawuIaA09) JO S|IPUNOYH

18Y10

ojuedsiHy

yoe|g

o|buy

lejol

dno.ig o1uyjg/jeioey yoeg
wouJj suonejndod pue uonejndod |ejo] ul sasealou|
uoijeindod 0002-0661 YNM sexa] ul sealy jo JaquinN



dpue.ts oy S|PPIN - v ealy |eyden -z}

sexa] |esjuan - € sexa] Jo JeaH - L
ewoxa] - g2 Kajjep oyosuog - g}

Kajjep apueio oiy 1amo - Lz uiseg uelwiad - 6
puag |e}seo) - 0Z apueig oly - g
Sexd] Yyinog -6l sexa] |eljuadisapm- 2

Nw._< OEN_< - w_‘ WNXQ._. __.WNN - @
juddsal) usapjo -/} X9]-)IyY - G
UO}S9A|ED-UO}SNOH - 9] sexda] |eJjud) YJON - ¥
sexa] )}se3j yjnos - G| X9}ION - €
sexa] jsejdaaq- vl sule|d yinos - ¢
Kojle\ sozeig - ¢} a|pueyued - |

SJUBWUIBAOL) JO S|I2UN0YH

seX9 ] Ul SJUsaWuUilIaAO0L) JO S|ID2UNO0)H



4 79 0

. 1L06'VZe Sex9] [eJjuad) }SOM

” ovu.wn”_, BLWIOXD |

L 1L8'LLE sule|d yinos

. 060°G8€. sexa] jse3 ynos

LLV'Y9Z sexa] yynosg
8LEP0L apuelig ory

‘zz9'0c¢ [l wiseg veluwag

wa”&ovm a|pueyued

sexa] |edjuad YloN
X9JION

dpueig oy 3IpPIN
Kajjep apuels) o1y J1amo-]

L.z'60€'g

99¢'vZe
18€S1
2LL'YT6

AL RY UO)SOA|BD)-UO)JSNOH

| 9gg'L2E
S06'c8l
08L's¥L

- 298°GSE.

. Tiz'svl
ws,mvm |

R 1% -2 1 4
£eggve’l

sexd] Jo MeaH
Juadsal) uap|oo
sexa] jseq
sexa] jseq doaQ
Kajjep oyosuon
puag |ejseon
sexa] |esjud)
ealy |eyden
Kajjep sozeug

X3 -}y

Baly owely

S80°292
89%'0.2

Sexa] ul suolbay JUsWUIdA0L)
Jo [19uno) 104 000Z u! uonje|ndod




QQQ., QQQ., QQQ., % % %
Q&O . &0 ; QQQ« QW@ QWQ QW@
24 < L (o
1891
865'L2
' 689°GlL
. v98‘ee

L25°L61°)

80€°256

LI€° 12y

20v'€9Z

889'02¢

sexa] Ul suol

10821
. 962°0Z

999'GE

L L8L'91
16126
01705
. 126'
woN.wq
58059

605‘L¥
YS81Z

sexa] |esjuad }sap
ewoXxa |

sule|d yinos

sexa] jseg yynos
sexa] yynog
apuels ory

uiseg uejwiad
9|pueyued

Sexa] [edjuad YJoN
X9JION

apuels o1y a|ppIN

KajjeA apuels) ory 1amo-]

UO}SOA|BD-UO}SNOH
sexa] Jo MeaH
JuaIdSaAI) UIP|OO
sexa] jseg
sexa] jseg deaq
Kajjep oyosuon
puag |ejseon
sexa] |esjuan
ealy |eyden
Aajjep sozeug

X3 -4y

BAlY owely

By JuswuIdA0L)

JO [12Unoy 10j 0002 ©3 0661 WOl
uone|ndod ui abueyn jesIswinN



9%

abuey) jJuasiad

%

1414

Loy

€8'6€ |

€€'8L

6v'vL

AN YA
LSl
8rTL
1L0°0L
raad)

5ol

€012
v9'LZ

96°1C
9/.'¢¢

JUSLLIUIDAOD JO [I9UNOY 10} 000Z O3 0661

Sexa] |esjud }JSOM
BWOXd |

sute|d yinos

sexa] jsej yjnos
sexa] yjnosg
apueln ory

uiseg uejwidd
a|pueyued

Sexd] |eJjud) YUoN

X9JON

opuel9 oly IIPPIN

Aajjep apueus) ory JamoT
UO}S9A|BS)-UO)SNOH
sexa] Jo MeaH

JUa2SAID UAP|OD)
sexa] jseg

sexa] jseg deaq

Aajep oyosuon
puag |ejseon
sSexa] |eJjud)

ealy |eyded

Kajjep sozeug

X3 -4y

Baly owely

sexa] Jo aje)s

sexa] ul suoibay

wo.j uonendod ui abueyo juadiad



judaselpy-uoN oJ}3\-UON ]
juaoelpy 04}9N-UON ]
uequngns oo N
AuD |enuad oo mm

snje)s uejijodoJjay Aq sai3uNon



G8°'.L vy L9
¥8°clL v19°112
L0'GY 808°LvL°lL

81°0¢ viv'8Le'C

€16'G26 6617'858
L20'vee’e €6€°296°L
GL1'869°€E L9€°055°C

G0.'€66'ClL  L6Z'GLI‘LL

juddselpeuop uejijodosjowuoN
juadelpy uejijodosjswuoN
uequngng uejijodosay

R19 [enua ueyjodosay

Juadiad JaquinN

uonejndod
ui abueyd

0002 0661
uonejndod

snje}s uejijodonap

sexa| Ul sealy uejijodoJj}owWUON

pue ueyjodosjay Ul 000Z 03 0661 uone|ndod ur abueyn
JU9249d pue [eslIdWINN ‘000Z PUe 0661 Ul uonejndod



abueys uonendod
0002-0661L uonendod 0002

JO Juddiod Jo Juadiddm
juaoelpeuonN juaoelpy ueqgingng A9 jenuan
uejijodoijdwuoN uejijodosjdwuonN uejijodoaoN uejijodoao N

Juadiad

Sexd] Ul snjel}s uelijodoJ}dwWuoON pue uejijodosa|p

Ad 000Z 01 0661 10} abuey) uonendod ajels jejol
JO Jud219d pue uonejndod aje}s |ejo] Jo Juddiad

ol
0¢
0€
1) 4
0S
09
0.
08



062l P6£VT LIS'€LZ czL'68l ueuuaToN 02
G2 988°OF v16°1€C 880°L61 leg 6l
LL'9Z 090°0S 19212 10.°161 elozelg 8l
86'8 7666l 829°Zhe 9£9'222 yooqqn-] Ll
ZL'6L 9LvoLL 196'6172 LGS‘6E L uoswel||ip 9l
L0GlL 6S.°C¢ 851052 66€°L1LC uojsaAjes Gl
626 PS9°CL 160252 16£'6E2 uos.iayar vl
€T'19  L9G°LLL 89/.'€62 L0z‘zgl  AsswobBuop el
€Ll 00SC2 Gho'cLe GhL162 Sa%9nN Zl
18'8C 10L‘S. 122'see 0zZ1'092 uosawen Ll
vZ'LS 1£0'6Z1 ZSv'vse LZrv'see puagjiod ol
62'8S LSP'6SL 9/6°CEY G2S'€lT uoag 6
298 6£9°.2¢2 G/9°L6Y 9£0¥92 uljjoo 8
Ly'sy 816°G8lL €9'69S GhG'e8e objepiH L
88l 21088 229'6.9 0L9°L6S osed |3 9
26’0 €£.8'GEC 082°CL8 L0V'9LS sinel | G
1S°LL  1€G°202 1£6°26E°L  16£'G8L°L Jexag 14
09'€Z 9L19.2 6LZOrv'L  €0L0LL‘L juene] e
9.6l 680°99¢ 668'slz’'c  0182S8‘L se|jeq r4
99'0Z 6.£'28S 8/G‘00v'c 661818°C SLueH I
Jusosad Jaquinn 0002 0661 funoy  uey
uolnendod uonje|ndod
ul abueysn

000Z ‘@ziS uone|ndod Aq pa)yuey sexa] ul Sal3uno’
u1 000Z 03 0661 uonendod ui abueyy juadiad
pue [eslBWINN ‘000Z PUe 0661 Ul uoie|ndod



96'0¥ )4 4 8Ly ZL6'S odue|g 0¢
A 3 5 4 6LLCL 00L'LY 186°8¢ POOH 6l
80'EYy 85.°6 80v'ce 059°¢C UOS|IM 8l
L6°€Y 266°L1 v0c‘6€ zLe’Le BUIpay Ll
v6'vv 8865 L11°€6l 6eceel qgqsm 9l
12 K14 cLv's vro‘LL LE9'LL ouefq Gl
L8y 816°G81 €9v'695 GG €8e oblepiH 14"
€L'8y GL6°LE 685°L6 v19'G9 sfey €l
€6°0G 68192 120°8. 2e8'Ls jewo) cl
86°0G 0LV LL LyL've 119CT jouing L
88°0G 0L¥'6L €eLLS €92'8¢ dousyseg oL
JAA €06°L L€S'S ye9‘e Kajyey 6
Ve LS leo‘6zl Zsy'vse bey'see puag o4 8
62°8G LSY'6S1 9.6'cey Ges‘ele uojuag L
€219 L9S°LLL 89/'€62 102281 Kswobuony 9
GL'29 7516 eVLeT 685Vl llepusyj G
90°,9 €80°L 1 WA 29501 eispueg 14
GZ'89 9LV Ll 080°cy $09°G2 lemyo0y €
cl6L alv'oLL L96'6¥C LGG‘6EL uoswel|jim [A
¢2'98 6€9°/2¢ Gl9°'L6Y 9¢0'y92 uljlod 2
juddied JaquinN 0002 0661 funop  Huey
uolnejndod uonendod
ul abueys

0002-0661 ‘@Bueyy juadaiad Aq payuey
SBXd] Ul saluno ul 000Z 03 0661 uonejndod ui abueyn
Juadlad pue [eallIdswnN ‘000Z pue 066 Ul uoneindod



sexa] ul abueys oluylg/jeioey



000°CE. ‘NemeH
UoI[IW Z'| ‘}JOA MON
uoljiw gy ‘eluiojed
uol|jiw 0’} | ‘eruioyed

UoI||IW §°Z ‘}JOA MAN

UoIIW G°Z| ‘Y40A MON
uoljjiw 0L} ‘eluioyed

€

G8.'G89 19y310
9996999  oluedsiHy
€G69°12V'C yoelg

089°L62°01 o|buy

000¢C Ur 9zISAg

sealy
uosiiedwo)

quey
sexa |

anjeA dnoug
SeX9 |

sdnoug) Aj191uy)g/eoey Jo sansLiajoeieyd
Pa}09|9S Uo saje)g Buowy yuey sexa]



000°C6¥ -H4OA MeN

uoljjiw Z'| ‘eluioyjed € 022°L0¢ 13y10
uoljjiw ¢-¢ ‘ejuioyjed Z 19.°62¢‘C  dluedsiH
000°.29 mw._@_oww |
000°G99 ‘epliojd € €62'StY ¥oe|g
uoljjiw || ‘epuoj4 Z 9€0°€8. ojbuy

0002-0661 ‘@buey) [edrewinN Ag

sealy yuey anjeA dnouo
uosiiedwon Sexa | Sexa |

sdno.g A}j101Uy)g/eoey Jo sonsiiajoeleyd
pa)09|9g Uo saje)s Buowy yuey sexs |



18°€l 1€€°129 29.0LL°S GeY'eSvS'y eibioan
9L~ 029°€6- ore'GZ9‘S 996'8L.°S Kesiar maN
9¢'¢ 8199GC 629906 . 166619 L ueBiyoiy
691 826651 0SS‘¥09°6 229y’ 6 olyo
Ly 0" 600°61- 670°'€/€°'0L  8G0°2Zv'0L  elueAjlAsuuad
Zv'0- Zel'se- 98y'v1G‘8 802°065‘8 sioul||
vGLL ZrG'e60‘L  898'89G°0L  92EGLY6 epuo|4
AN 8188€G- 12E126°LL  68L°09V°Cl }IOA MON
19°L 9€0°c8. oOLL'V.0LL  089°'L6Z°0l sexa]
eLe- GE9'GE9- L6Y‘'€6€9L  921°620°Ll ejuiojijed
0002-0661 0002-0661 uonendod  uonejndod ajelg
abueyn abueyn o|buy o|buy
Jusodiad  |eduBWNN 0002 0661

0002 ul #zis uoije|ndod

|ejol Aq pa)yuey 000 Pue 0661 Ul sajels
pajiun ayj ul sajels 104 uonjejndod ojbuy



6°0 ‘BIUIBIIA 3SOM SI JSaMOT
§'09 ‘leMeH sl 3saubH zz g€ 1810

pZ€ ‘eluiope)
L'2y -0dIX3N MaN €  02¢ Oluedsiy

"0 ‘eURJUO|Al Sl }SOMOT]
b 9¢€ ‘1ddississiy si 3saybiy 8L 9Ll §oe|g

P81 ‘BlUIOH|eD JO pEaYY
L'G ‘0DIX3IN MaN JO peayy
1°0€ ‘emeH jopeayy Iy €S olbuy

0002 Ur uonife[ndod [ejo] jo Juadisd Ag

sealy juey anjep dnoug
uosiiedwo’n sexa| sexa]|

sdno.g A}j101Uy)g/eoey Jo sonsiiajoeleyd
pa)09|9g Uo saje)s Buowy yuey sexs |



183Y10

L€0°'8LL
0zz'Loe

000Z-0661mm 0661-086.

oluedsiH yoe|q o|buy

818'c8¢

€6¢ 9vy

9€0°c8.

€8E° 116

180'VSE‘L

19.'6zZeC

0002-0661 pPue 0661-0861 10j sexa] ul
Ajo1uylg/eoey Aq uoneindod ui abueys jesiswinN

000°00S

000°000°L

000°00S°L

000°000°C

000°00S°C



Jayjo[J oluedsiHm oe|gmm olfuvmm

0002-0661

0661-0861

SL°L8

8.'88

10} Aj1o1uyyg/eoey Aq uoneindod ui abueys juaaiad

abueyo juaoiad

sexa] ul 0002-0661 pPue 0661-0861

0¢c

1) 4

09

08

001



Jay}o[J doluedsiHm Yoe|gmm olfuymm

000¢C 0661 0861

““““““““““““““““““““““““““““““““““““““““ cLs9

0002 PUe 0661 ‘0861 Ul sexa] ul
Ajo1uylgjeoey Aq uoneindod jo uoiiodoud

ol

0¢

0€

oy

0g

09

0.

08



Yo dluedsiHmm Yoe|gm olbuvm

0002-0661 0661-0861

L2709

0002-0661 Pue 0661-0861 10} Sex3|
ul dnoug Ajo1uyiz/eoey yoeg oy a|qenquUpy
abueyn uoineindod j3aN Jo uoiniodolid

ol

0¢

0€

1) 4

0S

09

0.



Jaylo dluedsiHm Yoe|gmm olfuym

juaselpeuoN juaselpy ueqinqng Ao jenuan
uejijodoJjoawuopN uejijodoJjoawuopN uejijodoJja\ uejijodoJja\
0SG-
L€°0-
0
70 :
Tmﬁ Tc.: V&' l
68 : : :
o vsee veye s¢ee ezoy 85S¢ | | | 0S
50'SS
61°89
“““““““““““““““““““““““ €98 | o0l
““““““““““““““““““““““““““““““““““““““““““ 0S1
£y 08l
00¢C

abueyn juaoiad

sexa] ul snje}s uejjodosay Aq Ajioiuyjg/eoey
Ag 000Z 01 066 wou) uonjejndod ui abuey, juadiad



190 dluedsiHm Yoe|gm ojfuym

juaselpeuonN juaoelpy ueqinqng A9 jesuan

uejijodosjawuopN uejijodoijsawuonN uejijodoja\ uejijodona\
L |
60'C
8'8
“““““““““““““““““““““““““““““““““ %V
[A4:]
abuey joaN Jo jJuaaiad

sexd] ul adA] snje}s uejjodosyapy yoe

Aq dnoug o1uyjg/jeroey yoe3 o} ajgeinquny 0002
0} 0661 wol} abuey, uonendod 3}aN jo uoijiodoid

0¢-

0¢

oy

09

08

001



¢m< °

(sonsiia)oeiey))
uonjisodwon uonendod ui sabueys Jolep



000¢

€'Ge

sexo| @ S9Je)S payun M

066F 086L 0,61 0961 096l O¥6L 0€6lL 0Z6L 0L6L 0061

aby uelips\

0002-0061 ‘sexal
pue saje}s papun ay} ui aby uelpsy

oL

0¢

0€

oy



sexa) @ Soje)s pajunm

sdno.c) aby
+G9 v9-99 1414 vv-a¢c 14415 8l>
Sl
€'G

z1 =T e ==
8Vl €GlL 9l L€l
ez 20 e R B $80009 0 EUUE

vz L'z

“““““““““““““““ ﬁm.ﬂ

abuey, jJuaaiad

0002-0661 ‘sexa] pue saje}s pajiun ay} ul
dnoug) aby Aq uonejndod ui abuey juadiad

ol

0¢

0€

(1) 4

0S

09

0.



oluedsiHmm o|buy

® o> o> o~ o~ o> o~ o~ o* o> o~ o> o -
x e & P & N F F G o
2 P 2 P 2 2 P 2 P 2 P 2 P Pl
L F L L S L LSS L LS
0
(114
(1] 4
09
08
Juadiad

0002 ‘Ao1uyig pue
dnouc) aby Ag uolije|jndod sexa] Jo juadidd



oluedsiH

siealk G >
sleak g 0}
sieal | 0} 0}
sieak gL 0} G|
sieah yZ 0} 02
sleah gz 0} GZ
sieak ¢ 0} 0¢
sleak gg 0} G¢
sieak pp 0} OF

sieak g 0} G
sieak y6 0} 0§

sieak gg 0} GG
sieak y9 0} 09
sieak g9 0} G9
siealk ¢, 0} 02
sieak g, 0} G,
sieak yg 0} 08
sieak gg 0} 68
sieak 6 0} 06
sieak 66 0} G6
sieak + 00l

ajewa alelN

o|buy

000Z ‘sexa] ul sdno.c) 21uyl3y
oluedsiH pue o|buy 10} spiwelAd uonieindod



soljsiliajoeiey)n
Ajlwe4 pue p|oyasnoH -

(sonsiia)oeiey))
uonjisodwon uonendod ui sabueys Jolep



‘sJeak aAljoadsal aY) 10) SOSNSUDI [RIUUSISP 9} WO 000Z-0.6 | 10} €leq :994n0S

8L 0¢€C ¥vev pGE'€6E L 1£6°0L0°9 9€6'V€6' Y 99¢‘Oy e sex9a ]
Lyl €¥L 69¢ L0L‘08Y'S01L OLY'LV6°L6 L2V L9Y'08 GEL'9L9°€9 SN
000 06- 08- 000¢ 0661 0861 061
-0661L 0861 0.6l
SP|OYaSNOH Ul SP|OYaSNOH jO JaquinN
abueynjuaaiad

0002 PuUe ‘0661 ‘0861 ‘0,61 ul sexa]
pue saje}s pajiun ay3 ul Sp|oyasnoH jo JaquinN



sexa | S9Jels pajlunm

000¢ 0661 0861 0,61 0961 0661
0
| g0
!
Y
z
| se
b7 LT
pLZ g1z £9¢ m—ryr | f
\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\ e e | st
“““““““““““““““““““““““““““““ 9g'e EEE  pg LEE
b

PIOYaSNOH Jad suosiad

0002-0G61 ‘sexa] pue saje}s pajun
9y} ul p|JoyasSnoH 194 Suosiad abriany



AwejuoNnmm Ajjwe mm
adA] pjoyasnoH

0002-0661 sexal 0002-0661 'S'N 0661-0861 Sexal 0661-0861 'S'N

abueyon juaoiad

0002-0861 ‘sexd] pue saje}s pajiun ay}
10} adA ] Ag spjoyasnoH 10} abueys juadiad

ol

114

0€

1) 4

0S



19p|OYaSnOH ajewd{[] 19p|oydShoH 3e|Nmm 3|dno)H palLe\
Ajlwe4 jo adA |

0002-0661 Sexal 0002-0661 ‘SN 0661-0861 sexal 0661-0861L ‘SN

abueyo juaaiad

0002-0861 SEX3L pue saje}s pajiun ay)
10} spjoyasnoH Ajiwe 1o} abueys juasiad

oL

0¢

0€

oy

0S

09

0.

08



sexa] @ Pajels pajunm

sJaulied paliiewun sa|dno) paLuep

L'l8

abueyo juaaiad

0002-0661 ‘sexd] pue sajels pajun
9y} ul adA] Ag siauled uil abueys juaaiad

0¢

1) 4

09

08

001



SNOILIANOD OJINONOJ4d0I00S dNV
SOILSIN310VEVHO NOILVINdOd



l19pjoyasnoH jo aby

¥.-99 ¥9-9G 4B 14 1481 v€e-G¢

o mr wmr  wr mry  mr  mr mil)

~10L$

-02$

-0€$

ov$

spuesnoy|

0661 ‘19pP|OYasSnoH jo aby
Aq sexa] ul awodu| p|oyasnoH ueipas



1PY10 oluedsiH yoe|g o|buy

- 0%

.+ 000°0L$

_.F 000°0Z$

.t 000‘0€$

.t 000°0¥$

- 000°05$

6861 ul Ajioluylg/eoey
AQ sexa] u] awoou| pjoysasnoH Ues\



adA] pjoyasnoH

papedH 9|dnoo
AjlwejuoN dlewda -palLIe\ Ajiwe4

€GG'1€$

G60°9€$

6861 Ul adA}

- 0%

|-t 000‘0L$

|-t 000°‘0Z$

|-t 000‘0€$

- 000°0v$

pjoyasnoH Ag sexa| ul awodu| ueipsp



"'SNSUa) [eluuadag 000Z @Y} Uo paseq jou ate Aay} ‘(ssz9) Aaaing Aiejuswajddng 0Oz Snsua) ay} WOl ejep 3o9|4al sanjep ,

000°09% 000°0S$ 000°01$ 000°0€$ 000°0Z$ 000°0L$ 0$

(62) sexal

(01) opesojod
(6) @1emejoQg

8€.1°9p$
629'LY$
£z9'sv$ (g) e30S9UUIN
S0S°‘6v$ (2) spasnyoessep
605°6V$ (9) anysdweH mapN
9v0°1LS$ | (g) nemeH

' 9EpZS$

(¥) puejliep
928°26$ (¢) eysely
801'c5$ () Inonosuu0)

(L) Aosiar maN
juey pue ajels

922'vS$

+000¢C ‘SYJUOIN Z| Ised ul
awoou| p|joyasnoH uelpaN Ag payuey sajels



"'SNSUa) [eluuadag 000Z @Y} Uo paseq jou ate Aay} ‘(ssz9) Aaaing Aiejuswajddng 0Oz Snsua) ay} WOl ejep 3o9|4al sanjep ,

000°'GE$ 000°0€$ 000°GZ$ 00002 000°GLS  000°0L$ 000°G$ 0$

(01) e30SBUUIN

() eruibaip

(8) opeuojo)

(2) anysdweH maN
(9) 40 maN

(g) puejhsep
(y) sposnyoessep

996°CZ$

9.1've$
£0Z'v2$
€L2'vT$

- 88Z'vZ$

- GZy'szs
121128
(¢) Aosiar maN

LLE2ZS

LLL'62% (2) 3no3oauuon

(1) eiqunjo9 jo 3011381Q
juey pue ajels

169°0€$

+000¢C ‘SYJUOIN Z| Ised ul
awoou| ejiden 1ad Aq payuey sajels



SNOILO3rodd



196285 05 916'GEY'Y 01L2'926°'6¢2 617£'G66°C 98¥'Gze’zl o002
062'8€S 0 19€096°C 6L2'ces‘Le €82'769°'c Ley'0se‘Cl 0€0e
A TAIKA ArAS 281°268°1L 820°950°G 1 890°60€°C ¥00°'G9LCL 0202
810°,68'GZ CLL'891L L 8E'P9L0L 16£'€98°C LLV'00L° L1 oLoe
0£€£CL0'GE 2651756l €ee'1L6E'8l cLy'esz's 266'28¢°L1 o002
G9G'68E°LE 8/G°96G°1L 269°006'v1 0€Z°L6LE G90°LOL L1 0€0e
8.£'8€.'l¢e A28 Al 028‘er.LLL €LL'v00‘c eP0'SSL L1 0202
10S8.1ve 8r£'cG6 128'666‘8 659°0€.LC €L9'vev'LL oLoe
0002-0661 JO JIeH-suQO

18G6°19G°GZ 1¥0'968 9G¥‘80¥‘L L 888°269°C 06166501 o002
Zrv'solL'se 1E¥'968 090°90%°01 0.¥'9G.C G/¥'980°L 1 0€0e
6.6°,60'VC 98.'82Z8 1,6°022°6 Gog‘12.C 168'02E°L 1L 0202
81.'659°C¢C 880°9// 0779°986 L 29L'v09°C 8G8°C62C°L1 oLoe
028°LS8°0¢2 G8.'G89 9996999 €S9°'LZY'C 9LL'V20'LL 0002

jejol Y10 oluedsiH yoelg o|buy JeaA

01702 03 1L00Z wouj Ajdluyig/esey Aq sexa] ul uone|ndod ayj jo
suoijoaload pue 000z ul Ajoi1uylg/eoey Aq sexa] ul uoneindod



9¢rl 891G L 8V¢ 069 vol 0¥02-0002
8¢ 86V 0°6€ 1’8 0L 0v02-0€£02
0'se 09¢ ey oLl Gl 0€02-0202
A T4 €29 L'8Y 9GlL oY 0202-0L02
cve oL A 2’8l LS 0102-0002
0002-066 | 0} [enb3 UoieItIN 39N JO Sojey PUINSSy
6.9 0'é8lL LSl 9°G¢ 8¢ 0¥02-0002
GLL | AAA v'ee 6°¢C L'C 0¥02-0€£02
¢l (XA 6°9¢ 9 €0 0€02-0202
LYl 8L G 0¢ ool 1'¢ 0202-0L02
09l 0°6€ 6'vE 8¢l 8¢ 01L02-0002
0002-0661 30 3}eH-auQ
0} [enb3 uoneIbI JoN JO Sojey bUILINSSY
9°¢¢ 8¢ 0LL Vil 9 0¥02-0002
8L 00 9°6 L'¢- Aa 0v02-0€£02
A 4 €€ 6¢Cl 'L L'¢- 0€02-0202
€9 89 GGl LY Al 0202-0L02
L8 €l L6l Gl 0¢ 01L02-0002
uonelbIpy 0197 bullunssy
|ejo| BY10 oluedsiH yoe|g o|buy Jea A

solieuadsg uonelbip jo suondwnssy
aAIjeUId)|Y Japun shiels aluyjlg/jeroey Aq sexa] ul uonejndod
pajoaloid 10} Spoliad awi] pa}oa|as 4o} abueys juadiad



8’8 2'6S 6. L've 0v0¢
€l L'€S 1’6 G0¢ 0€0¢
6°S 1A) 4 20l GLE 020¢
1 % 26¢ 'L rA*) 4 0L0¢
0002-0661 O3Tenb3
UONEIBI\ 39N JO Sojey bulinssy
96 WA v'6 WA 0v0¢
L'S WA 7 20l TAVA 0€0¢
*1 4 1A 80l Ve 020¢
6°C rAVA o Y S WA 2 0L0¢
0002-0661 3O jleH-auQO
0} [enb3 uoneIbI ] JON JO Sojey bullunssy
€e oOvy 901 Gy 0v0¢
Ve Vivy oLl A 44 0€0¢
v'e €8¢ €Ll (| WA 4 020¢
v'e AL Gl 66V 01L0¢
uonelibiy 0197 bulinssy
€e 0¢C¢ 9Ll L'€S 000¢
1BY10 oluedsiH yoelg o|buy Jea A

01702 03 100 wouy Aydluyyg/asey Aq

sexa] ul uonejndod ayj Jo jJuadiad ayjy Jo suoijoafoid pue
000z Ul Aj101uy)g/eoey Aq sexa] ul uonejndod Jo juadiad



\panunpuoy)

[A17A 9'6¢ 0'GlL 0Ll YA +G9
€ec 6¢¢ 8°0¢ 0°.¢ (A 1A V9-Sv
9°G¢C 8'€c L'9¢ €.lC 0've 14a'TA
88 L9 1’01 68 L. vZ-8l
44 0Ll v'.ic 86l | A° 8lL>
(1] 114
[A4° 9'GlL G'8 9°0l G'6l +SG9
14 A1} 8lc €G6C 9°/¢C 14814
€9¢ v've clt 8'6C 6'v¢ 14a'TA
9°6 1’6 'LL c¢ol 1’8 vZ-8l
8¢ L0¢ Ve L've 661 8lL>
02¢0¢
uoneibIpyy 0197 bulunssy
66 6V (A €. L€l +G9
(A4 1'0¢C ovi L'l v've 14814
L'LE L'L€ 8'Le 1'¢E 1'0€ 14a'TA
9°0l Ll cel Ll 88 vZ-8l
'8¢ 1'9¢ 8°'G¢e L€ 0'¢c 8lL>
00¢C
SoeusdS IV

jejol  J9yj0 OluedsiH yoelq o|buy o_som,m.w

)

SOLIRUSDG UOIIRIBI dAIRUId)|Y Japufn

0¥702-000Z woJ} sexa] ul sdnolig aby pue Ajo1uyjg/aeoey
Aq uoneindod ayj jo suoijoaloid ayj jo Juaiiad



0°00L LWiLLeL'6e lejol
9°ZL LEL0GL'E 11T
28l 4R TA YA JluedsiH
€6 969°C.G°l yoe|g
6°C 0L2°0G1L°L o|Bbuy
0°00L 0LS‘09LVL lejol
06 108'89Z°L PYlo
8'Z8 199°bZLL1L dluedsiH
19 09.°198 yoe|g
rd 9/2°80€ o|Bbuy
0002-0661 JO JIeH-3UO
0O} __w:dm :o_“—m._m_s_ JON JO Sajey m:_:._:ww<
0°00L 192601y lejol
9'¢ 29z°'0L1 PYylo
9°001 06.°8S.LY JluedsiH
6'G G€2'9.2 yoe|g
L'0L- 92S‘S.l- o|buy
Jusd.iod JOoqUINN 9dkYy

uone|ndod dnousg

Ayo1uyyg/eoey yoeg oy ang 0%0Z-000Z Wouy uonendod
sexa] Jo JaquinN ayj ul abuey) JoN }O Juadiad



€9G°8€.‘C L2e'€eS 99¥‘9Z1 ‘L €65°68C LL168L°}) 002
G8.29V°C L£8°GYC $29°€19 €69'881 LEQVLY L 0€02
GlyZ8y'lL X% AR ovL‘0Ce 29v°601 ovy'596 0202
GL66LLL eLL LE 98802 GlL€98 €96°¢6. 0LoZ
0002-0661 O} [enb3 UONEIBIN 9N JO Sojey PUlunssy
62€°101°¢ 1£8°992 A TA T4 GL6'LYT GL£8G9°L 0102
L0°261°C Zevevl 628°Cvs 102891 €8G°1L€E’L 0€02
GLZL6E’L 06.°€9 LY 00€ L1910l 1L2'G26 0202
v29'v60°L oLy'Le 865 °G0C 6218 L18V°LLL 0L0¢
0002-0661 3O j|eH-2UQ O} |[enb3 UOREIDI JON JO Sajey bulunssy

1€5°0659°C GelLest 8yZ‘L9. L8CLe LyeLES ) 0102
6159.6°L 86806 veLL8Y 98Z°0S 1 129°€SZ°L 0€02
8z LLE L €99°op 9.6°C8C 29976 €86'988 0202
6LL°0L0°L 0€0'v¢ €eL'T0z 89028 888191 0LoZ
26626 9oL L 808°CEl €66Y. LLOLLL 0002

|ejo | Byl oluedsiH yoe|g o|Buy JeaA

0%02 03 L00Z wouy Aj1o1uyyg/aoey
Aq aby Jo siea ) +G/ sexd] ul uonejndod ayj jo suoiyoaload pue
000z u! Ayoluyyg/eoey Aq aby Jo siea) +G/ sexa] ul uonejndod



0°¢0€
8'LS
1°99
v'ece
¥'0c

G'eee
'Ly
9°LG
WA
L'LL

¢8cLly A1 98¢ 9°'LG1l
69L1 9°¢8 G'eg G'9¢
18l L'16 Vel SS9
G081 €€s 89¢ YA XA
¢asl €.G LGl 9'LL

0002-066 | O} [enb3 uoneIbil\ 39N JO Sojey bulunssy

LGleC 6869 L0€C ceel
9'8. 0°'LL v'iy Sve
crel .08 ¥'q9 6Cy
LCEl 1°9% 60C 06l
L'8v1 8'vS ¢l €6

0%02-000¢
0¥02-0€0¢
0€02-020¢
020c-010¢
0102-000¢2

0%02-000¢
0¥02-0€0¢
0€02-020¢
020¢-010¢
0102-000¢2

0002-066 | JO JIeH-3UQ O} [enb3 uoneIbI\ 39N JO Sajey bUlunSsy

0's8l c'S0Ll L'LLY 8'csl c9ll 0102-000¢

L'v€ G'9Y €69 9Ly A4 0102-0€0¢

L'0G 816 c0L 8'8g €Ly 0€02-020¢

G'ce cv6 9°6€ €6l Vol 0202-010¢

LGl G'LLL L'2S v'6 'L 0102-000¢
uoneIbIp\ 0197 bulluNsSsy

jejo 1PY10 oluedsiH yoe|g o|buy Jea A

aby jo siea ) +G/ uone|ndod

solieuadsg uonelBipy jo uondwnssy aAljeulal|y Japun
snje}s aluyjlg/jeioey Aq sexa] ui uoijejndod pajyoaloid 410y

spoliad awi] pajoa|as 1o} abueys juadiad



o 4 L'0€ Ll 6LV 0v0¢
00l 6¥veC Ll V.S 0€0¢
6°S 9°Le A 1G9 020¢
8¢ 981 Ll 60.L 0L0¢
98 662 0’8 G'cS 0v0¢
89 8ve Ll L09 0€0¢
9y 9°Le €l G99 020¢
Gc 88l Ll 0LL 01L0¢
0002-0661 JOJIeH-auO
0°S 682 0’8 1'8G 0v0¢
9y vy 9°L 7'€9 0€0¢
9°¢ 9°Le rAy) 9,9 020¢
TAYA 68l Ll rAl WA 01L0¢
rA 19 4 1’8 9. 000¢
1PYlo oluedsiy yoelg o|buy Jea )

0%0Z 03 1L.00Z wouy Ao1uyig/eoey
Aq sexa] ul aby jo siea) +G/ uone|ndod ayj

Jo jJuddiad 3y} jo suoiaafoid pue 000z u! Aydluylgz/eoey
Aq sexa] ul aby jo siea) +G/ uonejndod jo juadiad



0°001 6€9°808°C
9'8lL 182°Ces
141" 859°C66
9°L 009‘vL2
v'8¢ 00L°820°L

[ejoL
/410
oluedsiH
yoe|g
o|buy

0002-0661 O} [enbJ UOIEIBIN J9N JO Sojey PUINSSY

0°001L GSh'LLLT jejol
8’LL 16.GGe BYlo
9'9¢ i 'G6. dluedsiH
08 286°C/Ll qoelg
9'ch 8z 16 o|Buy
0002-0661 30 JleH-suQ
0} [lenb3 uonelIbiy 19N JO Sojey bUulinSSy
0°001L 109°02.°L jejol
'L 6,022l BYlo
6°9¢ ov'vE9 oluedsiH
0’8 818°/¢€1 yoe|g
0'8Y 0.2°'92Z8 o|buy
uoneJIbij\ 0137 bulnssy
Juad.ed JaquinN aoey

aby Jo suea) +G/

uonjejndod dnoug) Aj1o1uyig/eoey yoeg

0} an@ 0¥02-000Z wo.j uoneindod sexa]
Jo JaquinN a8y} ui abueyd 39N }O Juddiad



olieuass uonoalfoid o'} jeuolsinoad ayj3 asn umoys suoijoafoid uonendod,

0v0cmm 000CHm

oby Jo sied) +G/ oby Jo sied) gL> uonendod |ejo |

665°'8€L°C

65.'988°S

“““““““““ 912080

028°168°02 |

pa}09]ag 10} ,suoijoafoid uoneindod jeuoisino.id

01702 03 0002 ‘sexad] ul sdnoio aby

000°000°0}

000°000°02

000°000°0€

000‘000°0%

000°000°0S



olieuass uonoalfoid o'} jeuolsinoad ayj3 asn umoys suoijoafoid uonendod,

o9by Jo siea ) +G/ oby jJo siea) 8L> uone|ndod |ejo|

0°0

0°0S

0°001

0°0S1

0°00¢C

0°0s¢

0°00€

0°0S€

abueyo juaaiad

0¥70Z 0} 000Z ‘sexd] ul sdno.c) aby pajo9d|as 10}
Suonoaloid uonejndod jeuoisinoid ui abueys juadiad



AjIsIaAlun INBY Sexd L
ABojo120g Jeiny jo Juawiiedaq
uoljeanpg pue Yyoieasay 21ouodaoidos
pue s1ydeisbowaq 10} 193uUd) dY L

YOOp.In\ ‘H 9A3}S
Aq

uonesnpg pue ysieasay

21WOUO02901908

pue osiydeasbowaqg

10} J193ud) 9yl

|IoUN09 aAlje|sIba] sexa] ayl
10} paJtedaud jodal y

sexa] ul puewa(
991AJ9S 21|qnd J0} abueys uonejndod
jo suoneoidw] :pabuajjeyn sexa|




OLIBUdIS ("] 9y} 40} umoys ale suoljoalold ,

0€0c m 0661 =

juswiuieyy jeuonesnpyg

9a1baQ 9a1baQ abajjong 9jenpels ewojdiq

‘Joid/pelo s,lojdydeg swosg "S'H "S'H ON 00
1-r%01
%02
.-1%0¢€
-%0Y

+0€0¢ Pue 0661 10} jusuwule}ly jeuoljeodnp3y
Aq 82104 10qe Jo Juddlad pajoaloid



1ayjo m dluedsiH m Yoejg O o|buy m

0€0C 0¢c0c 010Z 000C 0661 0€0c 114114 oLoc 0002 0661
- 000°0¥$

-+ 000°LY$
-+ 000°ZY$

-029°2¥9- - - - - R - T OOO.M.VW
.......... -+ 000'vv$
.................... -+ 000°G¥$

........................................ -+ 000°9¥$

................................................ - 000°L¥$

................................................ L 000°8F$S oL p

(s1ejjop 8661 ul)
awooU|] p|oyasnoH abeiary

Suoljitin

GZ 0} g1 pabe uone|ndod

0£02-0661 ‘sexa] ul awoduj
pjoyasnoH abedaAy pue Ajoiuyig/eoey

Ag ¢z-g1 paby uonendod sexa| pajosaloid



OLIBUdIS ("] 9y} 40} umoys ale suoloalold ,

0661 m 0€0C m

%07  %S€ %0E€ %SC %0C %SL %0L %S %0

Sp|OYasnoH |ejo |

Sp|oyasnoH AjiwejuopN

Ja9p|oyasnoH ajewa

JapjoyasnoH aleN

9|dno9 paLuep

spjoyasnhoH Ajiwe

adA] Ajlwe4

«0€0Z pue 0661 ul adA}
Allwe4 Aq Al19aA0d Ul SP|OYOSNOH }O Juddidd



sNsua) |eluuadaq 000z @Y} Uo paseq jou ale Aay) ‘(SSzD) Aoaing Aiejuswajddng ooz Snsuad ayj wouy ejep }09|4a1 SaNjeA,

SJedA +G. SIedA ¢/ 0} 69 SIedA 19 0} ¢ Sied\ 0C 01 91 SiedA G| 0} §

Juaaiad

0002 ‘sexa] ul dnoug) aby Aq pauoijodouad
uoije|ndod pazijeuoijn}isujuon ueljiAl) pajqesiq

0°0

00l

0°0c

0°0€

ooy

0°09

0°09

0°0L



sNsua) |eluuadaq 000z @Y} Uo paseq jou ale Aay) ‘(SSzD) Aoaing Aiejuswajddng ooz Snsuad ayj wouy ejep }09|4a1 SaNjeA,

000 0661

pajqesia
0

000002
000‘00%
000009
000008
000°000°L
000°002°L
000°00%°L

000°009°L

0002 Pue 0661 ‘sexal ul Ajijiqesiq YoM e YiM aby jo
slea\ 19 0} 9 uone|ndod PazijeuolN}ISUJUON UBIIAID



el 25.'661°8 168°8SY LY (14174
L9l GIG‘ZLED YOL‘L16°LE 0£02
'Sl LW0‘2ZL'Y 18V LEL'0E 0202
0'Sl GOP'G8S‘E 128°6€6°CT 0L0Z
0002-0661 oy[enby
1’8l GS'VE6'S 0£8'658°2¢ (14174
el L10°2L0‘S 1G1'69€°62 0€£02
09l S0S‘vZLy GEE‘028'Ge 0202
1'GL pzg‘cle's 16.'69€°22 oLoZ
0002-0661 JO JIeH-3UO
6’8l 129€ES‘Y 196°G20'VC (14174
6Ll 110602V 6¥9'916'€Z 002
€9l €15'969°E 6LL'0.v'C2 0202
A" 8v1'981‘E yZr'v86 02 oLoZ
gyl GEV'eve‘z z6lL°.22'6L 0002
jua21dd pajgesia jejol lea)\
uonejndod

SOLIBUDDSG UOoI}odl0id aAI}RUIR) Y

lapun 0702-0002 WoJj sexa] jo uonejndod
pajgesiq 9y} Jo suoiljoaloid jeuoisinoid



6°.8l 0%02-000¢

6'6¢ 0¥02-0€0¢C
L'EE 0€02-020¢
L€ 0202-010¢C
6'G¢ 0102-000C

€801 0¥02-000¢C
0Ll 0¥02-0€0¢
0°ce 0€02-0¢0¢C
A4 0202-010¢
v'8l 0102-000C

AL 0¥02-000¢C
8L 0¥02-0€0¢C
oGl 0€02-020¢
8vl 0202-010¢
6Ll 0102-000C

lejol swi ]

SOLIeUDDG UOoI}9dl0id aAI}RUIB) Y
Japun sexa] jo uonejndod pajgesiq ay}
JO spoliad awl] pajosjas Joj abueyn
JUddJad o suoljoaloid [euoisinoid



L8v‘€LL 08V 1GG'GEE jejol

69911 'S0V 660°€8C +G/

218'850°G. A1 A4S v.-G9
0€0¢

GL0'LLL'08L TN TA ) jejol

GLG'8Z.L'GS1 62880l +G.

00S°2y0°se 00S°LL v.-G9
0002

Z6v'LyL'vyL 2eL'00l jejol

€Ty'89L LZL €€e'ss +G.

690°6.1°CC 66V°'GL v.-G9
0661

S)S0) |ejo ] SJUSPISAY jJuopiIsoy

Jo aby

uonjeaBi\ 19N JO sajey
06-0861 J0 uondwnssy ayj} Japufn JeaA pue
Juapisay jo aby Aq sexa] ul (siejjop 0661
ui) s3so9 Ajyjuoly |ejo] pue sjuapisay
dwoH BuisinpN jo sJaquinpN pajoaloid



npa‘nwe) 2psx} 9}ISqaM
L90€ - 298 - 6.6 Xed
GLLG - GV8 - 6.6 ouoyd

191U99) el d)k)S sexa|
20PN\ 9A9)S







Findings on Texas Elderly Population

1. by
Rogelio Saenz and Edward Murguia

One of the most significant demographic trends affecting the United States is the aging of the
population. Results from the 1990 census document the rapid expansion of this segment of the
population.

Growth of the Texas elderly population follows the general pattern observed nationally. Median
age climbed from 20.2 in 1910 to 27.9 in 1950 to 30.8 in 1990. During the last decade, the
elderly population increased 25.2 percent, compared to an overall population growth rate of 19.4
percent.

The age structure in Texas shows significant differences from the national picture as well.
Persons age 65 or older accounted for 12.6 percent of the United States population in 1990 but
only 10.1 percent of the Texas population. With a median age of 30.8, Texas ranks as the third
youngest state behind Utah (26.2) and Alaska (29.4). :

In absolute size of population, however, Texas holds the fifth largest elderly population. More
than 1.7 million Texans are age 65 or older. Only California and Florida gained more elderly
persons between 1980 and 1990 than Texas, which saw its elderly population increase by more
than 345,000 people. The growth of the elderly population in the state helped this group increase

its proportional representation of the state's population from 9.6 percent in 1980 to 10.1 percent
in 1990.

One distinction of the Texas elderly population is its racial and ethnic diversity. Hispanic and
Black individuals account for close to one in four of the state's elderly. Persons age 65 or older
from these two race/ethnic groups were responsible for about 27 percent of the growth in the
Texas elderly population during the decade before the 1990 census. Minority elderly are
concentrated in certain parts of the state, including selected metropolitan areas.

Metro areas tend to have the largest concentration of elderly, with approximately 71 percent of
the state population of persons age 65 or older. Nonmetro areas, while having smaller absolute
numbers of elderly persons, have greater portions of elderly among their residents.

A report detailing the demographics of the Texas elderly population, entitled Demography of the
Texas Elderly Population, will soon be available from the authors in the Department of Rural
Sociology at Texas A&M University. For more information, contact them at 979-845-51135.

Findings from 1990 census data cited in Demography of the Texas Elderly Population:

Texas has more than 1.7 million persons age 65 or older, making one of every ten Texans an
elderly individual.

The Texas elderly population is predominantly female, with about 68 elderly males per 100




elderly females.

In Texas, the elderly comprised nearly 12 percent of the White population, 7.8 percent of the
Black population, and 5.3 percent of the Hispanic population.

Four of the state's largest metropolitan counties contained approximately one-third of the
state's elderly population: Harris, Dallas, Bexar, and Tarrant.

The elderly population accounts for the largest relative share of the population in
nonmetropolitan counties.

Twelve counties had populations with more than one-fifth age 65 or older: Llano, Hamilton,
Mills, Hall, Motley, Baylor, Coleman, Coke, Donley, Sabine, Dickens, and Foard.
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39 S.W.2d 956, American Indem. Co. v. G.A. Stowers Furniture Co.,
(Tex.Civ.App.-Galveston 1931)

*956 39 S.wW.2d 956

AMERICAN INDEMNITY CO.
v.
G. A. STOWERS FURNITURE CO.

No. 9529.
Court of Civil Appeals of Texas, Galveston.
April 16, 1931.
Rehearing Denied May 21, 1931.

Appeal from District Court, Harris County; Chas. E. Ashe,
Judge.

Action by the G. A. Stowers Furniture Company against the
American Indemnity Company. Judgment for plaintiff, and
defendant appeals.

Affirmed.

1. INSURANCE k3382
217 -———
217XXVII Claims and Settlement Practices
217XXVII (C) Settlement Duties; Bad Faith
217k3378 Actions
217k3382 Questions of law or fact.

34



Long Term Care Legislative Oversight Committee, January 2003

Formerly 217k514.22
Tex.Civ.App.-Galveston 1931

Evidence did not raise issue that insured waived right to
recover for insurer's negligent failure to settle for injuries
caused by automobile.

2. INSURANCE k3379
217 -———=
217XXVII Claims and Settlement Practices
217XXVII(C) Settlement Duties; Bad Faith
217k3378 Actions
217k3379 In general.

Formerly 217k514.5(4)
Tex.Civ.App.-Galveston 1931

In action against liability insurer for alleged negligence in
failing to settle cause of action against insured, suggested
definition of "ordinary care" as applied to settlement held
properly refused.

King, Wood & Morrow, Fouts, Amerman, Patterson & Moore, and
Joe Moore, all of Houston, for appellant.

Fulbright, Crooker & Freeman, and Atkinson & Gaugler, all of
Houston, for appellee.

GRAVES, J.

This is the second appeal of this cause; the result in both
appellate courts of the first one, in which the position of the
parties as litigants was the reverse of that now appearing, being
reported through this court's opinion in 295 S. W. 257, and the
Supreme Court's in 15 S.W. (2d) 544, respectively. The suit is
between the same two private corporations on the same $5,000
policy of automobile indemnity insurance as applied to the same
transaction; that 1is, to the prior payment by the Stowers
Company, the insured, of a judgment in excess of $14,000 Miss
Mamie Bichon had obtained against it as the result of a collision
with one of its autotrucks that the policy covered. The sole
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issue involved is whether or not the appellant indemnity company
is 1liable to the appellee insured company for the claimed
consequence of the former's alleged negligence in failing to make
a $4,000 settlement of her cause of action Miss Bichon offered
during the pendency of but before Jjudgment in the suit thereon
that so terminated.

This court on the former appeal construed the policy as
importing no such legal 1liability, and limited the indemnity
company's obligation thereunder to a faithful defense of the
Bichon suit. G. A. Stowers Furniture Co. v. American Indemnity
Co., 295 s. W. 257, at page 261 (2). The Supreme Court, however,
disapproved that, and remanded the cause, holding that, as a
matter of law under the terms of the policy, the insurer should
respond 1n such damages as proximately resulted, "if an
ordinarily prudent person, 1in the exercise of ordinary care, as
viewed from the standpoint of the assured, would have settled the

case, and failed or refused to do so." G. A. Stowers Furniture
Co. v. American Indemnity Co. (Tex. Com. App.) 15 S.W. (2d)
544, 547.

On the trial from which the present appeal proceeds, the
learned and experienced trial Jjudge tracked that decision by
submitting the fact inquiry therein pointed out to a jury, under
the likewise presented definition of ordinary care, and, on the
return of a finding upon sufficient evidence that such a person
would have made the $4,000 settlement, entered judgment against
appellant 1in appellee's favor for the full amount it had so
finally paid Miss Bichon.

[1] [2] We think that verdict finally settled this
controversy, and that appellant's present contentions (1) that
appellee waived the right to recover for its negligent failure to
make the settlement by thereafter accepting the benefits of its
defense of the suit, (2) that the court should have defined
ordinary <care to mean 1in this instance "such <care as a
reasonable, prudent, and cautious attorney in this locality would
have exercised in the circumstances," cannot be sustained. Aside
from the fact that the claim of waiver appears to have been
adversely adjudicated in the former cause, the evidence this time
wholly fails to support it, in that it conclusively appears, on
the one hand, that, when appellant was negotiating concerning the
settlement, *957. it did not think appellee had any such right
under the contract to waive, rather was then insisting otherwise,
and, on the other, that appellee's manager at that time told
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appellant's attorney they were going to hold it responsible in
event of more than a $5,000 verdict, and "ridiculed him for not
making a settlement." Such a situation did not raise an issue of
"an intentional relinguishment of a known right." Missouri, K. &
T. Ry. Co. v. Hendricks, 49 Tex. Civ. App. 314, 108 S. W. 745,
749, writ of error refused; 40 Cyc. pages 261 and 269.

Obviously, too, the suggested definition of ordinary care
would have been directly contrary to the quoted holding of the
Supreme Court on the subject.

So that, the law of this case having been so clearly declared
upon the former appeal and so conformably administered below in
the present trial, an affirmance should follow. It will be so
ordered.

Affirmed.
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Chairman
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DATE:

AHachment |,

TEXAS LEGISLATIVE COUNCIL

P.O. Box 12128, Capitol Station
Austin, Texas 78711-2128
Telephone: 512/463-1151

STEVEN R. COLLINS JAMES E. “PETE” LANEY
Chief Legislative Counsel Speaker of the House
Executive Director Vice Chairman
MEMORANDUM

The Honorable Robert Duncan

7 "/) )
Don R. Warren | é‘ Al
Program Director, Research Division

September 5, 2002

SUBJECT:  Evaluation of Current Texas Nursing Home Quality Reporting System

BRIEF QUESTION

Can the current Texas nursing home Quality Reporting System (QRS) developed and

implemented by the Texas Department of Human Services (TDHS) be improved to assist consumers
in selecting a quality nursing home?

BRIEF ANSWER

Yes. Our evaluation revealed aspects of the QRS that can be improved.

Discussion

The QRS score used for comparing quality among nursing facilities is composed of four axes:

the most recent survey rating, a score that reflects a facility's compliance with federal
regulations and requirements;

the investigation rating, a score that indicates the severity of deficiencies in a facility;

the potential disadvantage score (PDS), the number of quality indicators that suggest relative
performance problems for a facility; and

the potential advantage score (PAS), the number of quality indicators that suggest relative
performance superiority for a facility.

Our analysis revealed some areas for improvement:

1. The most recent survey rating might have been conducted as recently as a few days before




~a

The Honorable Robert Duncan
September 5, 2002
Page 2

the QRS posting date or as much as 15 months before the posting date; as a result, the ratings may
not reflect whether the facility currently complies with federal regulations. Also, because these
ratings would not be updated until the next survey certification measurement, a low score would
limit a facility's ability to achieve a high rating for as long as 15 months even if the facility improved
its quality of care since the last survey. Likewise, a high initial survey score could mask a
subsequent drop in performance. To compensate for the time lags, the effect of the survey rating on
the overall score could be "dampened" or "decayed" by how much time had elapsed since it was
conducted. For example, a 15-month-old rating would contribute less to the overall QRS score than
would a one-month-old rating.

2. For the investigation rating, the score is based on the severity of the deficiencies found
from complaints, rather than on the number of deficiencies found. Therefore, the best possible
investigation score does not necessarily mean that a facility had no deficiencies; it means only that
the facility did not have any moderate or severe deficiencies. There is no distinction in the QRS
scoring system between a facility with an investigation finding of no deficiencies and a facility with
mild deficiencies because the measurement procedure converts both ratings to the same score. A
consumer might think that a facility is in total compliance when there actually are some deficiencies
that may be of concern. A distinction could be made in the scoring system between no deficiencies
and minor deficiencies.

3. Asmentioned above, TDHS produces a QRS score for each nursing facility by calculating
the simple average of the scores from the following four axes: the survey rating, the investigation
rating, the PAS rating, and the PDS rating. TDHS claims that calculating this average causes the
four axes to contribute equally, each 25 percent, to the QRS statistic. However, we found that these
axes differ on a set of statistical properties that cause them to contribute unequally to the QRS
statistic. TDHS can modify its method of calculation to guarantee that each axis does contribute
equally to the QRS statistic.

The QRS is a useful assessment tool because it includes both facility compliance and quality
of resident care, but improvements such as those discussed above could make it a better tool for

helping consumers compare facilities.

Please let me know if you want us to further explore this issue. For more details, please feel
free to call me at (512) 463-1143, ext. 1330.

02Y1360



TEXAS LEGISLATIVE COUNCIL

P.O. Box 12128, Capitel Station
Austin, Texas 78711-2128
Telephone: 512/463-1151

BILL RATLIFF STEVEN R. COLLINS JAMES E. “PETE” LANEY
Lieutenant Governor Chief Legislative Counsel . Speaker of the House
Chairman Executive Director Vice Chairman
MEMORANDUM
TO: The Honorable Robert Duncan

State Senator

FROM: Don R. Warren @W

Program Director, Research Division
DATE: August 21, 2002

SUBJECT:  Does Predictability of Regulatory Surveys Affect Quality of Care?

Brief Question

Does an unpredictable survey process affect the quality of care in nursing facilities relative
to a partially predictable survey process?

Brief Answer

At this point in our research, the data indicate that survey unpredictability had no measurable
effect on the quality of services provided in nursing facilities between April 2000 and February 2002.

Discussion

We used data from the federal Online Survey Certification and Report (OSCAR) system and
the Minimum Data Set (MDS) database. We analyzed the monthly number of quality indicator (QI)
"flags” (i.e., potential problems) for each active nursing facility six months prior to, during, and six
months following a visit to the facility by the Texas Department of Human Services (TDHS) survey
staff that occurred between April 2000 and February 2002. We then tested for any statistically
significant difference in the quality of care (i.e., the number of QIs) between the facilities that
received on-hour surveys (i.e., workweek starts) versus those that received off-hour surveys (i.e.,
evening, early morning before 8 a.m., or weekend starts). Descriptively, the average number of QI
flags for the off-hour group dropped after the survey relative to the on-hour group, but this initial
change was not statistically significant and did not persist. This methodology also involved
statistically equating the two comparison groups as part of the analysis.




Aa

‘The Honorable Robert Duncan
August 21, 2002
Page 2

The original plan was to equate the two groups beforehand by randomly assigning each
nursing facility to one of the groups. With the control group, we would have continued the
traditional system of partially predictable surveys, and, for the experimental group, we would have
introduced a system of no predictability. However, this study would have taken three to five years
to complete and would have required a waiver from the responsible federal agency. To
accommodate the committee's schedule, we used existing historical data to approximate such a test.
Nevertheless, the test as originally planned would best answer this research question.

Please let me know if you need us to further explore this issue. For further details, please feel
free to call me at 463-1143, ext. 1330.

02Y1202
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TEXAS LEGISLATIVE COUNCIL ﬁ\

P.O. Box 12128, Capitol Station
Austin, Texas 78711-2128
Telephone: 512/463-1151

BILL RATLIFF STEVEN R. COLLINS JAMES E. “PETE” LANEY
Lieutenant Governor Chief Legisiative Counsel Speaker of the House
Chairman Executive Director Vice Chairman
MEMORANDUM
TO: The Honorable Robert Duncan
Ur |
FROM: Don R. Warren / Wi

Program Director, Statistical & Demographic Research
DATE: August 23, 2002

SUBJECT:  Assessing Quality of Care in Nursing Homes

Brief Question

Is there evidence that Texas nursing facilities underreport problems relating to quality of care in
nursing facilities?

Brief Answer

No. An independent assessment of data reported by nursing facilities does not show any pattern of
systematic underreporting. On some items, independent review found more problem cases than

reported by facilities. On other items, facilities reported more problem cases than were found on
independent review.

Discussion
Background on MDS Quality Indicators

OBRA 1987 required the Department of Health and Human Services to gather certain data,
known as the Minimum Data Set (MDS), to use in conducting comprehensive assessments of patient
conditions and care needs. Since 1991, these data have been collected in all nursing facilities serving
Medicaid and Medicare residents. An MDS assessment is conducted for all nursing home residents
within 14 days of admission and at quarterly and yearly intervals unless there is a significant change
in condition. The MDS contains individual assessment items covering 17 areas, such as mood and
behavior, physical functioning, and skin conditions. This information is used to develop a care plan
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for each resident, to focus attention during the nursing home survey process, and in some states it
serves as the basis for adjusting payments.'

The quality indicators are a subset of 32 data items taken from the larger MDS. The
indicators are not direct measures of quality, but their presence indicates potential problem areas that
may require further review and investigation. Examples of quality indicators include falls, bed sores,
inappropriate medication, and dehydration. The percentage of these events in a facility is compared
to the percentage of such events in all facilities in the state. If a facility has a percentage that is
higher (or "worse") than 9 out of 10 facilities in general, it could be subject to an investigation to
determine whether the facility has a problem with quality of care. Also, some quality indicators are
identified as "sentinel events," which means that they are so serious that a single occurrence in any
size facility may be sufficient to suggest a potential quality-of-care problem.’

In theory, the use of the same data elements for both reimbursement and quality reporting
should lessen the incentive to underreport quality issues, since underreporting serious problems
would reduce a facility's reimbursement level” The State of Texas, however, bases reimbursement
on the TILE system, and there is no mechanism, in theory, to lessen the incentive to underreport
issues relating to quality of care. Since neither federal nor state agencies audit the MDS data for
accuracy, the question arises as to whether nursing facilities in Texas systematically underreport
quality-of-care issues.

Previous Research

State and federal agencies have attempted in various ways to assess the accuracy of the MDS
data as a basis for reimbursement. The general consensus is that there are widespread inaccuracies
in reporting but no evidence of systematic bias that would tend to raise reimbursement rates. To
our knowledge, there have been only three previous efforts to validate the accuracy of the MDS data
as a basis for quality-of-care assessments. Two studies, both at the federal level, failed to detect any
evidence of systematic bias in the reporting of quality indicators by nursing facilities.”

The third study was undertaken by the Texas Department of Human Services (DHS) and The
University of Texas at Austin in response to Rider 32 of House Bill 1, 76th Legislature, Regular
Session, 1999 (the General Appropriations Act).® Among other provisions, Rider 32 of the act
authorized DHS to develop quality measurement tools to assess the quality of care in Texas nursing
facilities. A secondary goal of the agency was to compare facility-reported MDS data to the findings
of independently conducted on-site resident assessments. In. general, the authors found that some
MDS items reported by facilities appeared to agree with independent assessments and othersdid not:
there was agreement on items that were easily observed and unlikely to change between
observations, and there was lack of agreement on items that were "technically complex” and more
likely to change between observations.” Among the recommendations included in the report, the
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authors assert that, "[n]ursing facilities must address the widespread lack of accuracy in their
responses to particular MDS assessment items . . . the current lack of MDS accuracy constitutes not
only a data quality problem but also a regulatory compliance issue."®

Methodology

To assess whether the recognized inaccuracy in the MDS data reflects biased reporting by
nursing facilities, the Texas Legislative Council entered into an agreement with the Utilization
Review Department of the Health and Human Services Commission's Office of Investigations and
Enforcement to independently verify the accuracy of a sample of MDS assessments. Utilization
review nurses are stationed throughout the state and charged with the responsibility of reviewing the
reimbursement claims submitted by Texas facilities. Thus, they are experienced in resident
assessment and provide the most reliable standard available for performing an unbiased, independent
assessment.

To ensure that our results could be generalized to all facilities in the state, we drew arandom
sample of roughly 900 residents from approximately 450 nursing facilities in ail geographic areas
of the state. We contacted the sampled facilities and requested that they identify the two residents:
(1) who had been the subject of an annual, quarterly, or significant change in status assessment that
already had been transmitted electronically to Centers for Medicare & Medicaid Services (CMS);
and (2) whose assessment completion dates were the nearest to May 31, 2002. During the month
of June 2002, each resident who had been previously assessed by a sampled facility was
independently assessed by a utilization review nurse.

Once the datzx were gathered, the group of original assessments and the group of independent
assessments were each coded as a "facility," and quality indicator scores for each "facility” and a
statewide comparison group were generated using software provided by the Texas Department of
Human Services. The differences between the quality indicators reported by the two "facilities” were
then compared to estimate bias.

Results

No systematic pattern of underreporting was detected after comparing the two sets of quality
indicator scores. On some items, the independent review found serious problems that were not
reported by the facilities; but on other items, the facilities had reported serious problems that were
not found on independent review. These preliminary results are encouraging because they suggest
that there was no underreporting of cases where healthier residents developed unexpected problems
relating to quality of care and no underreporting of the "sentinel event" of bed sores. At the same
time, there may be a separate cause for concern because facilities reported fewer "sentinel events"
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relating to elimination and dehydration, and they also reported fewer cases where a resident was
incontinent or depressed but did not have a care plan to treat the condition. A more detailed analysis
has proven difficult because of irregularities in the data transmitted by the facilities and made
available through CMS.

In conclusion, there was no evidence of systematic bias in the MDS data, but there is clear
evidence that the data are unreliable and that poor data quality continues to be a "regulatory
compliance issue." At a minimum, it can be inferred from these results that enhanced training is
needed for nursing facility personnel who are responsible for MDS data reporting.
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NOTES

1 General Accounting Office, "Nursing Homes: Federal Efforts to Monitor Resident Assessment
Data Should Complement State Act1v1t1es " GAO 02-279 (2002). Available on the Internet at
J140.64.21&

pdf&d]rectogc—/dlskb/wals/data/ga p. L, ff.

2 David Zimmerman, et al., "Development and Testing of Nursing Home Qls." Health Care
Financing Review. (1995) 16(4): p. 122.

3 Ibid., p. 118.

4 See J. N. Morris, et al., "Designing the National Resident Assessment Instrument for Nursing
Homes" (1990). Available on the Internet at http://gerontologist.gerontologyjournals.org
/cgi/content/abstract/30/3/293; Catherine Hawes, "Reliability Estimates for Minimum Data Set for
Nursing Facility Resident Assessment and Care Screening (MDS)" Research Triangle Institute
(1995). Available on the Internet at http://www.rti.org/publications/pubfull.cfm?PUB_ID=26;
Office of Inspector General, "Nursing Home Resident Assessment Resource Utilization Groups”
(2001). Available on the Internet at www.hhs.gov/oig/oei/reports/a504.pdf p. 8-9; Jane Straker, et
al., "Comparing case-mix scores derived by facility MDS assessors and independent raters" (2002).
Unpublished paper released by the author; General Accounting Office (2002) p. 17.

5 Zimmerman, et al., (1995); J. N. Morris, et al., "Validation of Long-Term and Post-Acute Care
Quality Indicators" Abt Associates, HRCA Research and Training Insititute, and Brown University
(2002). Available on the Internet at hitp://cms.gov/providers/nursinghomes/nhi/validation_fd
082002.pdf. See also Alyssa Chomiak, et al., "Development and Testing of a Minimum Data Set
Accuracy Verification Protocol" Abt Assaciates Inc. (2001).

6 Cortes, et al., "A Statewide Assessment of Quality of Care, Quality of Life and Consumer
Satisfaction in Texas Medicaid Nursing Facilities", Texas Department of Human Services (2000).

7 Tbid., p. 71 ff,

8 Ibid., p. 8.
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BILL RATLIFF STEVEN R. COLLINS JAMES E. “PETE” LANEY
Lieutenant Governor Chief Legislative Counsel Speaker of the House
Chairman Executive Director Vice Chairman
MEMORANDUM
TO: The Honorable Robert Duncan
FROM: Don Warren /@MJ
Program Director
DATE: September 6, 2002

SUBJECT:  Adequacy of Numbers of Nursing Home Regulators

Brief Question

How does the number of nursing home survey and certification personnel in Texas compare to the
number in other states?

Brief Answer

The number of personnel in Texas compares favorably to the number in other states. In FY2000,
Texas had the fifth highest number of survey and certification personnel per 1,000 nursing home
residents.

Discussion

Survey and certification personnel are responsible for certifying that nursing homes meet the
standards for Medicare and Medicaid programs and for licensing nursing homes that meet state
requirements. Nursing homes must meet federal certification requirements in order to qualify for
Medicaid and Medicare payments and must be licensed to operate in their respective states. The
federal government pays 100 percent of the cost of certifying Medicare facilities and 75 percent of

the cost of certifying Medicaid facilities. State licensing activities are the fiscal responsibility of the
state government.

Nursing facilities generally are surveyed annually, but can be investigated whenever
complaints are received. In its State Operations Manual', the Center for Medicare and Medicaid

' U.S. Health Care Financing Administration, (2000), "Medicaid Nursing Facilities: State Operations Manual," Provider
Certification, Baltimore, MD.
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Services sets guidelines for surveying nursing homes and delineates procedures for keeping records
of deficiencies. When a nursing home is not in compliance with a federal guideline, survey
personnel issue a notice and make Jjudgments as to the severity of the noncompliance.

Tables 1 and 1b display, for the 50 states and the District of Columbia, for fiscal year 2000,
the total number of nursing facility residents, the total number of survey and certification full-time
equivalent personnel (SC FTEs), and the number of Survey and certification personnel per 1,000
residents. They also include the total number of nursing facilities, the number of SC FTEs per
facility, and the number of residents per nursing facility. Table 1 sortsthe information alphabetically
by state. Table 1b sorts the information by the number of SC FTEs per 1,000 residents.

Texas has the fifth highest number of Survey and certification personnel per 1,000 nursing
facility residents, following Alaska, Nevada, Montana, and Wyoming, and is tied with Wyoming for
the sixth highest number of survey and certification personnel per nursing facility, after Alaska,

facilities.

The number of Texas survey and certification personnel was reduced for FY2002 and
FY2003 by 82 FTE (full-time equivalent) positions. These positions were reallocated: 15 to work
as liaisons between Survey and certification personnel and nursing home staff, 16 to conduct joint
training sessions of nursing home staff and survey and certification personnel, and 51 to monitor the
10 most commonly received complaints.
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Number of Nursing Facilities, Residents, and Survey and

Table 1

Certification (SC) Personnel for the States in Fiscal Year 2000

State

Nursing
Facility
Residents*

559
18,966
18,815
12,186
85,221
14,766
27,389

2,308
3,563
64,584
33,075
2,747
24,199
3,931
78,474
39,024
21,391
20,011
28,903
44,016
23,240
6,579
40,417
34,873
37,079
14,937
5,103
35,013
6,090
11,933
6,153
39,776
5,290
3,426
92,960
70,431

{sorted by state abbreviation)
SC FTEs per
SCFTEs 1,000 Nursing
(rounded) Residents Facilities*

3 14.31 13
30 1.58 187
50 2.66 250
39 3.20 137

279 3.27 1,084
23 1.56 199
40 146 241

5 2.17 17

16 4.49 39
128 1.98 677
64 1.93 328
10 3.49 39
24 0.99 392
14 3.56 75
185 236 819
117 3.00 528
7 3.27 378
85 325 271
39 1.35 322
65 1.48 467
38 1.64 230
21 3.19 112
113 2.80 424
38 1.09 389
21 0.57 531
44 2.95 182
34 6.66 90
81 231 396
22 3.61 85
23 1.93 189
13 2.11 70
56 1.41 314
26 491 69
27 7.88 45
143 1.54 562
167 2.37 858

SCFIEs
per
Nursing
Facility

0.62
0.16
0.20
0.28
0.26
0.12
0.17
0.29
0.41
0.19
0.20
0.25
0.06
0.19
0.23
0.22
0.19
0.24

0.12

G.14
0.17
0.19
0.27
0.i0
0.04
0.24
0.38
0.20
0.26
0.12
0.19
6.18
0.38
0.60
0.26
0.19

Ratio of
Residents to
Facility
(rounded)

43
101
75
39
79
74
114
136
91
95
101
70
62
32
96
74
57
74
90
54
161
59
95
30
70
82
57
88
72
63
38
127
77
76
165
82
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0K 16,726 30 1.79 290 0.10 58
OR 9,608 37 3.85 147 0.25 65
PA 77,488 113 1.46 708 0.16 109
RI 7,712 21 2.72 85 0.25 91
sC 14,878 28 1.88 169 0.17 38
TN 31,363 14 0.45 315 0.04 100
TX 70,849 351 4.95 1,026 0.34 69
uT 5,241 15 2.86 88 0.17 60
VA 25,526 38 1.49 262 0.15 97
VT 3,122 12 3.84 42 0.29 74
WA 19,455 83 4.27 259 0.32 75
WI 36,310 100 2.75 389 0.26 93
wv 9,514 21 2.21 129 0.16 74
wY 2,556 13 5.09 38 0.34 67

*Ham'ngton, C., Carillo, H., Wellin, V., “Nursing Facilities, Staffing, Residents, and Facility Deficiencies, 1994 ‘Through 2000,
available on the Internet at: http:llnccnhr.newc.cnmlpuhlicl50_155_2409.CF M

Harrington, C,, Department of Social and Behaviora] Sciences, School of Nursing, University of California, San Francisco, 3333
California St., San Francisco, Ca., Unpublished research for the Henry J. Kaiser Family Foundation
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Table 1b
Number of Nursing Facilities, Residents, and Survey and

Certification (SC) Personnel for the States in Fiscal Year 2000
(sorted by SC FTEs per 1,000 Residents)

Ratio of

Nursing SC FTEs Residents

Facility SCFTEs per 1,000 Nursing  SC FTEs perNursing ¢ Facility
State  Residents* (rounded) Residents Facilities* Facility (rounded)
AK 559 8 14.31 13 0.62 43
NV 3,426 27 7.88 45 0.60 76
MT 5,103 34 6.66 S0 0.38 57
wY 2,556 13 5.09 38 0.34 67
TX 70,849 351 495 1,026 0.34 69
NM 5,290 26 4.91 69 0.38 77
DE 3,563 16 449 39 0.41 91
WA 19,455 83 4.27 259 0.32 75
OR 9,608 37 3.85 147 0.25 65
VT 3,122 12 3.84 42 ¢.29 74
ND 6,090 22 3.61 8s 0.26 72
ID 3,931 14 3.56 75 0.19 52
HI 2,747 10 3.49 39 0.25 70
KS 21,391 70 3.27 378 0.19 57
CA 85,221 279 3.27 1,084 0.26 79
KY 20,011 65 325 271 024 74
AZ 12,186 39 3.20 137 0.28 89
ME 6,579 21 3.19 112 0.19 59
IN 39,024 117 3.00 528 0.22 74
MS 14,937 44 2.95 182 0.24 32
uT 5,241 15 2.86 88 0.17 60
MI 40,417 i13 2.80 424 0.27 95
WI 36,310 100 275 389 0.26 93
RI 7,712 21 2.72 85 0.25 91
AR 18,815 50 2.66 250 0.20 75
OH 70,431 167 2.37 858 0.19 82
I, 78,474 185 2.36 819 0.23 96
NC 35,013 81 2.31 396 0.20 88
'A% 3,514 21 221 129 0.16 74
DC 2,308 5 217 17 0.29 136
NH 6,155 13 2.11 70 0.19 88
FL 64,584 128 1.98 677 6.19 g5
GA 33,075 64 1.93 328 0.20 101
NE 11,933 23 1.93 189 0.12 63
SC 14,878 28 1.88 169 0.17 88
OK 16,726 30 1.79 290 0.10 58
MD 23,240 38 1.64 230 0.17 101
AL 18,966 30 1.58 187 0.16 101
Co 14,766 23 1.56 199 0.12 74
NY 92,960 143 1.54 562 0.26 165
VA 25,526 38 1.49 262 0.15 97
MA 44,016 63 1.48 467 .14 94

CT 27,389 40 1.46 241 0.17 114
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PA 77,488 113 1.46 708 0.16 109
NI 39,776 56 141 314 0.18 127
LA 28,903 39 135 322 0.12 90
MN . 34873 38 1.09 389 0.10 90
1A 24,199 24 0.99 392 0.06 62
MO 37,079 21 0.57 531 0.04 70
TN 31,363 14 0.45 315 0.04 100

*Han'ington, C., Carillo, H., Wellin, V., "Nursing Facilities, Staffing, Residents, and Facility Deficiencies, 1994 Through 2000,"
available on the Internet at: http:llnccnhr.newc.com/pnhliclSﬂ_lSS_Z409.CFM

Harrington, C., Department of Social and Behavioral Sciences, School of Nursing, University of California, San Francisco, 3333
California St., San Francisco, Ca., Unpublished research for the Henry J. Kaiser Family Foundation
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Tables 2 and 2b show the number of nursing home residents, the numbers of complaints
received and complaints investigated, and the ratios of complaints received and complaints
investigated per 100 nursing home residents for 1999, Table 2 is sorted alphabetically by state, and
Table 2b is sorted by number of complaints invesigated per 100 residents. Survey and certification
personnel in Texas received and investigated more nursing facility complaints than any other state.
Texas had the fifth largest number of complaints received per 100 residents and the third largest
number of complaints investigated per 100 residents.
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CT

Table 2
1999 Nursing Home Residents and Complaints
(sorted by state abbreviation)
Complaints
Nursing Complaints Investipated
Facility Complaints per 100 Complaints per 100
Residents* Received Residents  Investigated Residents

597 44 7.37 30 5.03
20,365 77 3.79 447 2.19
16,058 1,548 9.64 1,063 6.62
7,046 635 9.01 537 7.62
87,165 7,213 8.28 7,213 3.28
16,159 397 2.46 328 2.03
27,210 967 3.55 829 3.05
1,801 114 6.33 114 6.33
2,973 221 7.43 127 4.27
64,700 1,709 2.64 1,665 2.57
33,796 1,513 4.48 1,513 4.48
3,224 61 1.89 60 1.86
25,526 1,228 481 1,112 4.36
4,459 /a n/a n/a n/a
81,459 5,547 6.81 5,547 6.81
38,949 2,314 5.94 2,328 5.98
21,777 3,610 16.58 3,610 16.58
20,658 n/a n/a va n/a
31,678 860 2.7 860 27N
42,803 1,281 2,99 664 1.55
13,790 1,013 7.35 556 4.03
6,676 975 14.60 596 8.93
39,226 2,400 6.12 2,400 6.12
35,526 558 1.57 194 0.55
35,320 975 2.76 596 1,69
14,573 240 1.65 240 1.65
5,609 72 1.28 72 1.28
33,625 1,765 5.25 1,625 4.83
6,241 52 0.83 52 0.83
14,491 473 3.26 353 2.44
5,631 786 13.96 312 5.54
25,453 2,062 8.10 1,431 5.62
6,258 389 6.22 389 6.22
3,100 182 5.87 101 3.26
90,930 4,268 4.69 2,632 2.89
66,696 2,728 4.09 2,728 4.09
17,335 1,126 6.50 1,229 7.0
9,382 2,736 29.16 26 0.28
81,108 2,446 3.02 2,446 3.02
8,326 716 8.60 . 715 8.59
12,673 665 5.25 500 3.95
5,103 8 0.16 11 0.22
34,668 1,871 5.40 1,821 5.25
79,898 12,522 15.67 11,923 14.92
4,300 741 17.23 517 12.02
24,934 916 .67 665 2.67
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VT 3,091 100 3.24 100 3.24
WA 19,978 8,715 43.62 3,817 19.11
WI 37,778 n/a n/a n/a n/a
WV 9,880 225 228 200 2.02
wY 2,303 140 6.08 140 6.08

*Harrington, C., Carillo, H., Wellin, V., "Nursing Facilities, Staffing, Residents, and Facility Deficiencies, 1994 Through 2000,
available on the Internet at- ht'tp:I/nccnhr.newc.com/pnbliclSO_l 55_2409.CFM

Harrington, C., Department of Social and Behavioral Sciences, School of Nursing, University of California, San Francisco, 3333
California St., San Francisco, Ca,, Unpublished research for the Henry J. Kaiser F amily Foundation
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State
WA
KS
X
uT
ME
RI
CA
AZ
OK
L
AR
DC

ArZEE2FE82

GA

DE
OH

SC
NV
vT
CT
PA
NY
LA
VA
FL

SEZ8¢e A

(sorted by complaints investigated per 100 Residents)

Nursing
Facility
Residents*

19,978
21,777
79,898
4,300
6,676
8,326
87,165
7,046
17,335
81,459
16,058
1,801
6,258
39,226
2,303
38,949
25,453
5,631
34,668
597
33,625
33,796
25,526
2,973
66,696
13,790
12,673
3,100
3,091
27,210
81,108
90,930
31,678
24,934
64,700
14,451
20,365
16,159
9,880
3,224
35,330

Table 2b
1999 Nursing Home Residents and Complaints

Complaints
Received
8,715
3,610
12,522
741
975
716
7,213
635
1,126
3,547
1,548
114
389
2,400
140
2,314
2,062
786
1,871
44
1,765
1,513
1,228
221
2,728
1,013
665
182
100
967
2,446
4,268
860
916
1,709
473
77
397
225
61
973

Compiaints
Received
per 100 Complaints
Residents  Investigated

43.62 3,817
16.58 3,610
15.67 11,923
17.23 517
14.60 596
8.60 715
8.28 7,213
9.01 537
6.50 1,229
6.81 5,547
9.64 1,063
6.33 114
6.22 389
6.12 2,400
6.08 140
5.94 2,328
8.10 1,431
1396 312
5.40 1,821
7.37 30
5.25 1,625
4.48 1,513
4.81 1,112
7.43 127
4.09 2,728
7.35 556
5.25 500
5.87 101
3.24 100
3.55 829
3.02 2,446
4.69 2,632
27 860
3.67 665
2.64 1,665
3.26 353
3.79 447
2.46 328
2.28 200
1.89 60

2.76 596

Complaints

Investigated
per 100
Residents

19.11
16.58
14.92
12.02
8.93
8.59
8.28
7.62
7.09
6.81
6.62
6.33
6.22
6.12
6.08
5.98
5.62
5.54
525
5.03
4.83
4.48
4.36
427
4.09
4.03
3.95
3.26
3.24
3.05
302
2.89
271
2.67
2.57
2.44
2.19
2.03
2.02
1.86
1.69
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*Harrington, C., Carillo, H., Wellin, V., "Nursing Facilities, S
available on the Internet at: http://ncenhr.newe.com/publi

Harrington, C., Department of Social and Behavioral Sciences, School of Nursing,
Caiifornia St., San Francisco, Ca., Unpublished research for the Henry J. Kaiser

02Y1283

MS
MA
MT
ND
MN
OR
SD

ID

KY
WI

14,573
42,803
5,609
6,241
35,526
9,382
5,103
4,459
20,658
37,778

240
1,281
72

52
558
2,736

1.65
2.99
1.28
0.83
1.57
29.16
0.16

n/a
n/a

240
664
72
52
194

¢/50_155 2409.CFM

1.65
1.55
1.28
0.83
0.55
0.28
0.22

n/a

n/a

n/a

taffing, Residents, and F acility Deficiencies, 1994 Through 2000,"

University of California, San Francisco, 3333

Family Foundation
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MEMORANDUM
TO: The Honorable Robert Duncan

FROM: Don Warren / p/fét/

Program Director
DATE: September 9, 2002
SUBJECT:  State Comparisons of Nursing Home Reimbursement Methodologies
Brief Question
Would Texas reduce costs by adopting the reimbursement methodology of another state?
Brief Answer

One approach to adopting a different reimbursement methodology addresses only the method
of categorizing nursing home residents--for example, using the Resource Utilization Groups
(RUGs-III) instead of the Texas Index for Level of Effort (TILE). A change of this type would have
no effect on the budget because the existing TILE effort levels (i.e., minutes of attention from
nursing staff) would be applied to the RUGs-III categories. However, there might be other
non-budgetary implications.

A second approach would involve adopting not only the method of categorizing residents but
also the effort levels that the other state assigned to each category of residents. Because most states
assign higher effort levels than does Texas, adopting the other state's levels would increase Texas'
costs.

Discussion
The formulas and methods that states use to reimburse nursing homes are varied and
complex. This is because state reimbursement policies fulfill the sometimes competing purposes
of constraining costs, ensuring quality of care, providing fair treatment for nursing home residents,

and assuring equitable payment to providers.

The method for paying nursing facility reimbursement rates traditionally has been based on
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five categories of reimbursements, i.e., direct care, ancillaries, dietary, general and administrative,
and fixed capital. Direct care reimbursements are paid for registered nurses (RNs), licensed
vocational nurses (LVNs), and nurse aides (NAs) who are directly involved in resident care.
Ancillary reimbursements are paid for drugs, supplies, and various therapies. Dietary
reimbursements cover residents’ food supplies and preparation. General and administrative
reimbursements cover business supplies and personnel responsible for business operations that are
not primarily involved in direct nursing care of residents. Capital reimbursements cover
expenditures related to the physical plant, e.g., buildings and equipment.

Over the years, states have been moving to case-mix reimbursement methodologies for the
direct care category of expenses. Case-mix systems reimburse a facility's direct care component
based on the distribution of categories of residents in that nursing home.

Increasingly, states are basing their case-mix assessments on RUGs-III, an assessment system
developed by the former Health Care Financing Administration (HCFA), now renamed the Centers
for Medicare and Medicaid Services {CMS). Nineteen states have developed a Medicaid payment
system based on the RUGs-III categories’, and an additional five states are planning to adopt that
system. States that do not use the RUGs-III classification have developed their own case-mix
system, reimburse for all residents equally, base payments on facility cost, or still use the RUGs-II
classification.

RUGs-IIT was designed to improve the measurement characteristics of the assessment, reflect
changes in resident types, and account for residents requiring "high-tech" procedures. The RUGs-III
system places nursing home residents in categories based on their scores on the Minimum Data Set
(MDS) assessment instrument. Nursing home personnel are required to assess residents using the
MDS, which contains items covering 17 sets of resident characteristics, e.g., mood, behavior, skin
conditions, and physical functioning.

The RUGs-III system assigns residents to one of seven major categories, i.e., Rehabilitation,
Extensive Services, Special Care, Clinically Complex, Impaired Cognition, Behavior Problems, and
Behavior Functions (Reduced). These categories are then subdivided into either 34 or 44
classifications of nursing staff need, depending on the system that is seen as most appropriate for a
state's particular needs.

Texas adopted the TILE for nursing home resident reimbursement in 1989. Nursing home
residents are assessed with a Client Assessment, Review, and Evaluation (CARE) form in order to
determine their TILE rates. Each resident is assigned to one of 11 standard TILE reimbursement
rates, plus a default rate that is used when diagnostic information is not available and, if applicable,
one of three supplemental rates--two for residents on ventilators and one for pediatric tracheotomy
residents,
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In addition to providing nursing home reimbursement based on resident characteristics, in
June of 2000, Texas introduced a plan for providing increased direct care reimbursement "awards"
for nursing homes that voluntarily increase their nursing staffs over minimum levels. Nine levels
of staffing were established for fiscal year 2001; the number of levels was increased to 29 for fiscal
year 2002.

If Texas opted to move to a reimbursement methodology based on the RUGs-III system, it
could take one of two basic approaches. One approach would be to adopt only the RUGs-III
categories and adjust the staffing levels for those categories to the staffing levels used by Texas in
the TILE system. This approach would not change Texas' overall nursing home budget. However,
individual nursing homes in Texas would be reimbursed differently because the mixes of their
resident categories would change.

The second approach would be to adopt not only the RUGs-III categories but also to adopt
the accompanying staffing levels--for example, the HCFA time study recommendations. The HCFA
time study recommendation averages 4.17 nursing hours per resident-day” (1.15 RN, .7 LVN, and
2.32 NA). In contrast, the 2000 average nursing hours per resident-day for facilities with
Medicaid-only beds in Texas was 3.2° (3 RN, .7 LVN, and 2.2 NA). Using the most recent available
data for estimation (2000 staffing ratios, pre-audit 2001 resident days, 2001 salaries), adoption of
the HCFA time study recommendation would cost considerably more than current estimates of FY
2001 direct care expenditures.

There could be benefits to Texas in moving from the TILE system to a RUGs-III based
classification system. The RUGs-III allows a finer discrimination of nursing needs than the TILE
system, i.e., 34 or 44 categories versus 11. RUGs-III also incorporates more recent knowledge of
nursing protocols and reflects more current awareness of resident needs and technological advances.

Moving from the TILE system to a RUGs-III based system would impact nursing home
staffing in ways that cannot be determined at the present time. Before the effect on staffing can be
determined, four preliminary tasks must be performed. First, the audit of FY 2001 cost reports must
be completed to determine the staffing ratios of nursing homes.

Second, the RUGs-III database that is derived from a database that Texas is required by
federal law to maintain must be corrected for errors and omissions. It has been subject to little data
checking and verification, and there are omissions in identifying information, assessment dates, and
possibly the MDS data that is used for RUGs-III classification. Information as to the nature of the
errors and omissions could be useful for future training purposes.

Third, staff training in conducting assessments for RUGs-III categorization must be
expanded. The United States Department of Health and Human Services (HHS) Office of Inspector
General conducted a study® on a sample of 640 nursing home residents. Afier HHS reviewers
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categorized the residents using the RUGs-III system, they found 76 percent of their assigned
categories were different than those assigned by the nursing home staff. For 30 percent of the
residents, the nursing home staff placed the residents in a lower RUGs-]II category. For 46 percent
of the residents, the nursing home staff placed the residents in a higher RUGs-Ill category. The study
also found a 39 to 45 percent difference between the amount of therapy that was logged for the
resident and the amount that was coded on the MDS. Training for MDS assessment is important to
ensure accuracy due to the high turnover rate of the assessors. The previously referenced USGAO
report stated that 60 percent of MDS coordinators had worked one year or less in that role and more
than 65 percent had no prior experience in that capacity.”

The fourth task necessary for adopting a RUGs-III reimbursement system would be to
develop an on-site review program. In an analysis of the 50 states and the District of Columbia®,
only 11 states were found to carry out separate on-site reviews of the accuracy of MDS assessments.
(See Table 1.) Ten states with long-standing MDS review procedures reported that the assessment
process by itself was inadequate for ensuring accuracy and maintained that a separate review process
was necessary to achieve accurate assessment of nursing home residents.
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Table 17: States with and without MDS review programs as of January 2001
State
Type of payment system State Totals
States with separate MDS review
programs
MDS-based payment system Indiana, lowa, Maine, Mississippi, 10
Ohio, Pennsylvania, South Dakota, |
Vermont, Washington, |
West Virginia |
Planning to adopt MDS-based payment Virginia (reviews began April 2001) 1
system
States planning separate MDS review
programs
MDS-based payment system Idaho, Kentucky, New Hampshire 3
Planning to adopt MDS-based payment Georgia, Minnesota®, New Jersey, 4
system Utah
Subtotal 18

States with no plans to establish separate

MDS review programs

MDS-based payment system Colorado’, Florida'’, Kansas, 5
Nebraska, North Dakota

No MDS-based payment system Alaska, Alabama, Arkansas, 28
Arizona, California, Connecticut,
District of Columbia, Delaware,
Hawaii, Illinois®, Louisiana,
Massachusetts® !, Maryland®,
Michigan, Missouri, Montana®,
North Carolina, New Mexico,
Nevada, New York®, Oklahoma,
Oregon, Rhode Island, South
Carolina, Tennessee, Texas®,
Wisconsin, Wyoming

Subtotal 33
Total 51

Note: States' decisions regarding whether to adopt an MDS-based payment system and MDS review
program may have changed since this reference (January 2001). For example, a Kentucky official
told us that it implemented a separate MDS review program in October 2001, and Montana has
shifted to an MDS-based payment system.
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Table 2 illustrates the MDS assessment error rates of five states before and after initiating
the on-site review process. They found that on-site reviews of MDS assessments reduced error rates,

reinforced the states' emphasis on accuracy, and provided an opportunity for training assessment
staff.

Table 2
Percentage of MDS Errors in Five States
Before and After On-Site Review

Subsequent
Initial MDS MDS

State Error Rate  Error Rate
Indiana 75% 30%
Iowa 32% 22%
Maine 21% 10%
Pennsylvania 20% 15%
South Dakota 85% 10%

In areview of national MDS records and the residents' corresponding medical records™?, the
HHS Office of the Inspector General found an average of 17 percent of the MDS items differed from
the medical record. In Section G of the MDS, "Physical Functioning and Structural Problems," a
disparity between the MDS and medical records was found in 31 percent of records reviewed. In
the section "Discharge Potential & Overall Status,” 37 percent of the items were different from the
information that was recorded in the medical records. The same study found that differences in
these two sources of resident information were significant enough to affect the planning of nursing
home resident care.

Only after completion of these four tasks would it be feasible to determine with accuracy how
the RUGs-III reimbursement method would impact nursing home staffing in Texas. With accurate
records regarding the number of nursing home residents in each RUGs-III category for every nursing
home in Texas, it would then be possible to examine whether the RUGs-11I method of classification
is a more effective method of nursing home reimbursement than the TILE method.

02Y1285




END NOTES

1. U.S. General Accounting Office (USGAQ). (2002). "Nursing Homes: Federal Efforts to Monitor
Resident Assessment Data Should Complement State Activities" (GAO-02-279). Report to the
Special Committee on Aging, U.S. Senate. Washington, D.C.

2. Burke, B., and Cornelius, B. "Analysis of Staff Time Based on HCFA's Multistate Case-Mix and
Quality Demonstration and HCFA's Staff Time Measurement Study for National SNF System."
Baltimore, MD: Health Care Financing Administration, 1998.

3. Harrington, C.; Carillo, H.; Wellin, V. "Nursing Facilities, Staffing, Residents, and Facility
Deficiencies, 1994 Through 2000," available on the Internet at:
http://ncenhr newe.com/public/S0_155_2409.cfim

4. Department of Health and Human Services, Office of the Inspector General. (2001). "Nursing
Home Resident Assessment, Resource Utilization Groups," available on the Internet at:
http://oig.hhs.gov/oei/reports/oei-02-99-00041.pdf

5. U.S. General Accounting Office (USGAO). (2002). "Nursing Homes: Federal Efforts to
Monitor Resident Assessment Data Should Complement State Activities" (GAO-02-279). Report
to the Special Committee on Aging, U.S. Senate. Washington, D.C.

6. U.S. General Accounting Office (USGAQ). (1999). "Nursing Homes: Additional Steps Needed
to Strengthen Enforcement of Federal Quality Standards" (GAO/HEHS-99-46). Report to the Special
Committee on Aging, U.S. Senate. Washington, D.C.

7. U.S. General Accounting Office (USGAQ). (2002). "Nursing Homes: Federal Efforts to Monitor
Resident Assessment Data Should Complement State Activities" (GA0-02-279). Report to the
Special Committee on Aging, U.S. Senate. Washington, D.C.

8. Although these states do not conduct a separate review of MDS data, they do conduct separate
reviews of data that are linked to their state's Medicaid payment system. For example, Texas has a
non-MDS-based case-mix payment system called the Texas Index for Level of Effort that is based
on a recipient's condition, ADLs, and the level of staff intervention.

9. Colorado and Maryland officials volunteered that they had conducted onetime reviews of MDS
data, but are not planning to regularly continue these reviews. Colorado's state survey agency
conducted an MDS review of 90 nursing homes (40 percent of homes) in the summer of 2000 and
Maryland officials participated in an HCFA-funded project to conduct on-site reviews from May
through July 2000 at five percent of its nursing homes.

10. Florida experimented with MDS-based payment systems for a small portion of Medicaid
reimbursement, but is now using a facility-based reimbursement method.

11. Massachusetts adopted an MDS-based payment system after the GAO report.



12. Department of Health and Human Services, Office of the Inspector General. (2001). "Nursing
Home Resident Assessment: Quality of Care," available on the Internet at:
http://oig.hhs.gov/oei/reports/oei-02-99-00040.pdf
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MEMORANDUM
TO: The Honorable Robert Duncan
FROM: DonR. Warren /_ /é)a,
Program Director
DATE: September 3, 2002

SUBJECT:  Adequacy of Nursing Home Quality Indicators

BRIEF QUESTION

Is there evidence to suggest that certain nursing home Quality Indicators are not adequate to
signal some quality of care problems, suggesting that the State of Texas should request the Centers
for Medicare & Medicaid Services to revise such indicators?

BRIEF ANSWER

No. There is no evidence to suggest that Quality Indicators fail to capture problems with
quality of care. However, this finding implies that quality of care problems may be concentrated in
a persistent subset of "low gquality" facilities and are not randomly distributed throughout all
facilities in the state.

DISCUSSION

Background

Quality Indicators (Qls) are a subset of 32 data items taken from the larger Minimum Data
Set (MDS) that is reported by all nursing facilities serving Medicare and Medicaid beneficiaries.
The Qls are not direct measures of quality, but their presence indicates potential problem areas that
may require further review and investigation.
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The way that the Qls signal a potential problem is based on the percentage of residents in a
facility who experience the problem. This percentage is compared to the percentage of such events
in all facilities in the state, and if a facility ranks higher than 9 out of 10 other facilities, it could be
subject to an investigation to determine whether the facility has a problem with quality of care.

Estimates for certain Qls tend to cluster near zero percent, where almost no one experiences
the problem, while others cluster near 100 percent, where almost everyone experiences the problem.
For example, dehydration is so infrequent that the percentage of residents experiencing the probiem
is invariably close to zero. At the other extreme, incontinence is so common among residents who
are at high risk for the condition that the rate of occurrence is around 94 percent. Surprisingly, the
occurrence of incontinence without a plan by the facility to deal with the condition is also unusually
high at 82 percent.

However, itis a well-established principle of statistics that as percentage estimates approach
zero or one, the estimates tend to have a shorter range than estimates that cluster around the
midrange.! As a practical matter, this tendency should cause facilities that have estimates clustered
at the extremes 1o change frequently from a low quality status (that is flagged by a QI) to an
acceptable status (with no flag). For example, if it only takes one resident to raise a flag for
dehydration, then it would only require an improvement in that one resident to improve the status
of the facility as a whole.

If this pattern were indeed present it would impose an unnecessary burden on survey staff,
who must chase after problems that will change rapidly in any case, whether they are investigated
or not. The purpose of this study was to determine whether such a pattern exists in the historical data
and whether certain Quality Indicators should be measured differently to provide more useful
information to survey staff.

Results

QI calculations, based on Quality Indicator data from the Minimum Data Set for 2001, were
generated using software provided by the Texas Department of Human Services. The incidence of
a quality problem among individuals was compared to the number of transitions from flagged to
nonflagged status for facilities. These data provide no evidence that very high or very low incidence
of a quality of care problem is associated with more frequent transitions from flagged to nonflagged
status. This result suggests that the Qls in question are stable measures of the conditions they
indicate and should not be ignored by survey staff or recalculated by CMS.

' See William G. Cochran, Sampling Technigues, John Wiley & Sons, New York, 1977, pp.
53-55.
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This finding also has an important corollary. If the expected pattern does not exist, as these
results indicate, it means that facilities with extreme quality problems do not address those problems
quickly and move quickly from flagged to nonflagged status. The evidence suggests that high quality
facilities simply do not allow such problems to arise and that a persistent subset of low quality
facilities consistently fail to address quality of care problems even when they are brought to light.

02Y1353
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SUBJECT: Evaluvation of TDHS Quality-of-Care Monitor Program
BRIEF QUESTION

Has the Quality-of-Care Monitor Program, as required by S.B. 1839, 77th Legislature,
Regular Session, improved the quality of care provided to residents of Texas nursing homes?

BRIEF ANSWER

No. Six separate analyses were undertaken to determine whether there has been a
programmatic effect, but in no case did the analyses show that the program is producing a net
improvement of the quality of care. Since the program has been in effect for less than one year, it
seems advisable to reevaluate the program periodically.

DISCUSSION
Background

Section 7.03 of Senate Bill 1839, 77th Legislature, Regular Session, requires the Texas
Department of Human Services (TDHS) to establish a quality assurance early warning system, along
with rapid response teams, to improve the quality of care provided to residents of nursing
institutions, assisted living facilities, and intermediate care facilities for the mentally retarded. The
goal of the early warning system is to detect conditions that could be detrimental to the health, safety,
and welfare of residents or that would predict the need for the department to take action on behalf
of residents of a facility.
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To that end, quality-of-care monitors are required to conduct regular, unannounced, aperiodic
visits to facilities, giving priority to those with a history of patient care deficiencies. Findings of a
monitoring visit are provided to facility administrators with recommendations for improvement, but
if the findings suggest an immediate threat to the health or safety of a resident, the monitor is
required to report to the department, law enforcement, or other responsible agencies. After a facility
has been identified through the early warning system, it is subject to follow-up visits by rapid
response teams. The department is required to evaluate the effectiveness of the quality assurance
early warning system and report annually to the governor and legislative leaders. The department
began implementing these provisions in April 2002.

Methodology

Using data extracted from the minimum data set, quality-indicator scores were compiled for
all Medicaid nursing facilities in the state for the six months prior to the beginning of the program
by TDHS in April 2002. These scores were then compared to scores reported by facilities for the six
months following the start of the program, Ifthe program were effective in improving quality of care,
one would expect to find a pattern of improving quality-indicator scores when comparing data from
before and after the program intervention.

The program may have been in operation for too short a time to produce a large, statewide
effect. Consequently, the evaluation does not stop with a rough statewide comparison but undertakes
a range of more targeted comparisons and uses a variety of analytical techniques that are designed
to detect any effect, however minor, that the program may have had.

Results

Analysis 1. The most basic criterion to use in evaluating the program is whether or not it has
improved quality of care, as measured by the composite across all the quality indicators, for all
residents of Medicaid nursing facilities throughout the state. The program had no measurable effect
at the broadest, statewide level.

" Analysis 2. It is possible that there was statewide improvement on some quality indicators
but not on others, and that the beneficial effect was masked in Analysis #1 when all indicators were
- combined. Therefore, a second analysis was undertaken to examine scores for each of the 32 quality
indicators before and after the program intervention. This analysis provided mixed results: six of
the indicators showed a significant change from before the intervention to after, but half of these
indicators showed a significant improvement in quality while the other half showed a significant
deterioration in quality.
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Analysis 3. A third analysis of statewide scores was undertaken to determine whether these
significant changes were likely to have established a trend for better or worse that could be expected
to continue into the future. It is possible, for example, that one result could be likely to continue into
the future while another result could be unlikely to persist. The analysis of trend indicated that future
results are likely to remain mixed for the same six indicators in the previous analysis that did show
a significant change, with equal numbers of positive and negative outcomes continuing into the
future.

Analysis 4. Since no effect was discovered when analyzing all facilities, the next approach
was to analyze individual quality indicators but distinguish between facilities that had a history of
patient care deficiencies and others that did not. Since S.B. 1839 directs the department to focus on
problem facilities, it is plausible that an effect that would be apparent for this group would be
masked by looking at all facilities together. Accordingly, analyses were undertaken that focused on
the group of facilities rated with the lowest performance scores by the TDHS quality-reporting
system as compared to the remaining, better performing facilities. When scores from the period
before the program began were compared to scores from the subsequent period when the program
was in operation, no difference was found between better and worse performing facilities.

Analysis 5. Once again, it is possible that only some of the 32 quality indicators showed
improvement in the facilities with a history of patient care deficiencies, and that this improvement
was masked by grouping all the indicators together for these facilities. Therefore, we conducted a
more refined analysis of the quality indicators that flag the most serious or “sentinel” events in the
facilities that had a history of patient care deficiencies as compared to facilities that did not. These -
indicators were chosen for study because S.B. 1839 requires the department “to detect conditions that
could be detrimental to the health, safety, and welfare of residents. . . . [or] that would predict the
need for the department to take action” on behalf of residents of a facility. These two
characteristics--conditions detrimental to the health and safety of a resident and conditions that
predict the need for the department to take action--virtually define the subset of quality indicators
known as “sentinel events,” Once again, there was no change in these indicator scores from before
and after the program intervention. ‘

Analysis 6. The sixth and final evaluation estimated future trends for facilities with a history
of deficiencies as compared to facilities without such a history, as was done for the statewide results.
Only one of these quality indicators had a relevant difference in trend; the results suggest for that
quality indicator that poor-performing facilities are likely to perform worse at a faster rate, as
compared to better performing facilities which are likely to perform worse at a slower rate.

Conclusion

It is almost certain that if the Quality-of-Care Monitor Program had a measurable, systematic
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effect on quality of care, that effect would have been detected in some way by these analyses.
However, we could find no evidence to suggest that the program has had any measurable net effect
to date.

Since the program has been in effect for less than one year, it seems advisable to revisit this
analysis periodically to ensure a fair evaluation of the program.

02Y1837
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